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Sifi^ 


We have the honour ^o c.<hl'{ss you ou the conclusion 
of the constitnlional inquiiv has been conducted by the 

Indian Statntoiv Commission i7i accordance with tlie pro¬ 
visions of section b4-A oi the Government of India Act, and 
to forward for the considercdlon of Ills Majost>’s Govern¬ 
ment, as a proliminaiv to thf‘ di‘'Cns‘'ioii« which will shortly 
take place at the Bound Table Conference, our views on the 
luithei pio«;iess vihich nii<?ht now be made towards the deve¬ 
lopment ol lesponsible goveinmeiit in India as an integral 
part of the British Empire. The report of the Indian Statu¬ 
tory Commission ^ contains proposals of far-reaching sig- 
’nificauce and crucial importance, affording the most conve¬ 
nient, ahd indeed the inevitable, method of approach. We 
have farther studied the reports of the piovincial commjittees 
which were set up in conne/’tion with the Indian Statutory 
OominiB8ion,^and we have derived great assistance from the 
valuable labours of the Indian Central Oommitt^. 
We have, in addition to these documents, had the 
advilntage of seeing the many suggestions made by indi- 
V^al thinkers in India and the scheme prepared by the All 
* Parties Conference in 1928, commonly toown as the Nehru 
.I'epbrt, which, though it has for various reasons ceased to 
occupy the forefront of the political stage, nevertheless re¬ 
mains as tlm most authoritative and detailed exposition qf 
views or constitutional nationalists that has yet been 
put forward. "We have also paid due regard to the opinion 
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that has been expressed in India since the publication of the 
report of the Statutory Commission, and the most recent de* 
velopments of tliis opinion ’wjiU no doubt be placed before 
His Majesty’s Government by the delegates at the Bound 
Table Conference. Finally, we have received and transmit as 
enclosures to this despatch the weighty views expressed by 
local Governments. 

The examination carried out by ourselves and the pro¬ 
vincial Governments has been unavoidably haiidiaipped by 
the circumstances in which it has been undertaken. The 
time available for reaching conclusions on matters at once 
so intricate and so important has been in itself short, and 
the attention of all Govenmients in India has been much 
occupied by the abnormal conditions arising from the civil 
disobedience movement, and in our own case from the 
situation on the North-West Frontier. Nevertheless, we have 
liad the benefit of personal consultation with all the Governors 
of provinces, and have devoted much consideration to the 
various problems involved. We have not found it possible 
to deal in this despatch with all matters of detail, but we trust 
that our observations will bo found to cover the main points. 

t 

POLITICAL FORCES IN INDIA. 

2. General observations.—The solution of the great 
issues which now confront us is to be discuss,ed at the Round 
Table Conference with a view to achieving the utmost possi¬ 
ble measure of agreement between His Majesty’s Government 
and the representatives of different parties and interests in 
India. It may therefore be convenient, before we come to our 
detailed observations,, if we attempt to give some account of 
the political forces at work in India, the constitutional 
demands that are most commonly put forward, and the 
strength of opinion on which they rest. We recognize with 
the Statutory Commission the difficulty, particularly at a time 
of rapid change like the present, of estimating with accuracy 
these forces, and, set as we are amid many conflicting cur¬ 
rents and much clash of old and new, of stating general con¬ 
clusions, ^ What w^e say, therefore, must be read subject to 
this caution. Complete agreement on general statements 
cannot be expected. We offer our observations merely as an 
attempt-to draw a picture which in its broad ontlines we 
believe to be accurate. 

3. The political classes. Tendencies making for nzdty of 
vievr.-yThe Ipdip Statutory Commission in the able 
analysis of public opinion in India, with which the first 
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voltune or their report concluded, pointed out that political 
thought and influence are, as is to be expected, principally 
concentrated in the towns. It is in the larger towns that 
are to be found those elements'which give direction or active 
support to the political forces of the day. They consist of the 
professional classes, in particular lawyers, journalists and 
those connected with education ; an appreciable portion of the 
tratlmg classes ; those engaged in clericai occupations ; the 
large number of students at the universities and colleges ; 
the melancholy army of those who having sacrificed much to 
go through the scholastic curriculum find at the end that their 
country offers them no employment : and, lastly, the small but 
growing body of eelneatod women who are throwing them¬ 
selves with enthusiasm into the new world of political affairs. 
These are perhaps the chief elements that go to make up 
what we may call the political clssses. Their thought is pro¬ 
foundly influenced and unified by the writings of the press, 
[t is no dniibl a common eharacterislic of mankind all the 
world over that they lend to take their political views ready¬ 
made, and (hat witli growing education those views are more 
and more nionhUal by (he press. This characteristic is certain¬ 
ly very marked in India, aitd (liosc wlio might be disposed to 
^and out against popular opinion as expounded in the press 
are not infrequently deterred by a sensitiveness to personal 
attack, which has not yet been blunted by long experience of 
public life. Journalism in India cuiiceiiirates largely on 
the persona] side, and the press is outspoken in its denuncia¬ 
tion and ridicule of (hose \\lio venture to express opinions 
in conflict with those generally accept(‘d. There are 
other important factors which make for a prevailing 
unity of view on certain broad issues. The fact that the 
dominant power in India is in the hands of a foreign race 
cannot fail to offer to those who attack existing conditions 
the opportunity of a racial appeal. Again, a common desire 
for changes in the form of the Government acts as an induce¬ 
ment to preserve a united front, and to keep in the back¬ 
ground such differences as exist. Finally, caste and family 
attachments are of peculiar strength, anil the close intimacy 
of social relations promotes a common outlook. 

4. The commercial classes.— We have mentioned above, 
as forming part of the political classes, the trading com- 
mnnitv. Like all generalizations this is open to qualification, 
and there may be differences of opinion as to the extent to 
which traders interest themselves in politics and what precise 
part pressure of different kinds plays in influencing their 
actions. But it can hardly be denied that the trading classes, 
which as a whole used in the past to be content to occupy 
themselves with their business, have been taking a more and 
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more active share ia politics. Though men prominent in indus* 
try and commerce have for many years played their part in 
public affairs, tha. feeling tliat improveipcnt oi .-traide 
jand industry is to be sought throtlgh political channels 
I is a"* development'" of comparatively recent times. The 
extreme illustration of the way in which this idea has 
gripped the business community is to be found in the attitude 
of the commercial classes in Bombay during the present civil 
disobedience movemenl. After all allowance is made for the 
religions and emotional appeal of Mr. Gandhi’s name for his 
oun countrymen, the Gujoratis, who form such a largo element 
in the life of Bombay city, it must be leeognized that the com¬ 
mercial community of Bombay lias in pursuit of poli¬ 
tical power been lending its su])})ort, both moral and 
material, to a moveinoiii in detianeo of the law, which might 
have been expected to Juivc no attiaction for those whose 
interests depend on stable and peaeefnl conditions. 

0 . The landholders and the agricultural classes.—Pass¬ 
ing to the more conservative elements in the ijopulation, the 
most important class is thac of tlie larger landliolders. In 
man> parts of the coinitry they still retain in tlieir estates and 
villaHi^s a traditional authority, whieh,* though it may now 
meet \\ith *^0010 elialleiige, i^ yet one of the active forces in 
tile life of the community. The spre<id of (‘ilucation and the 
intlnencc of the press ic.id ooiisianll\ to enlarge the number 
of landliolders wlio might bt' included in Avhat we have called 
the political classes. On the whole they remain at present a 
coiisoj'vativo force, eonseioiis that tlieir inthieiiee is likely 
to suffer from too rapid political changes, and beginning to 
realize that the di^fenee of their interest^ requires a more 
active participation in public life. Below tliem in the agri¬ 
cultural world come the small landholders and the more 
substantial i>easantry. This is a class about which it is 
peculiarly difficult to generalize. Firoadly speaking, pros¬ 
perity bnngs education, and education fosters political ideas. 
Jt does not follow that the ideas of this class necessarily 
coincide with tliose of the corresponding urban classes : 
indeed in the Punjab where tlio small landholders are a 
strong and increasing force there are signs of the development 
of a conflict of interests between them and the town dwellers. 
But whatever may be their views, the important point is 
that they have views, and cannot be regarded as forming part 
of the unthinking masses. The events of the last few years 
in Gujerat afford a striking illustration of the effects which 
this class can produce when guided in a political direction. 
Belo^ this stratum come what may be called the agricplturai 
masses, a political force of great potential importance, but in 
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normal times interested in little outside their own villages, 
their own immediate needs and conditions, and the hard 
struggle for exis,teiice. It would be fair to say that they have 
no informed conception of the political problems of India. 

6. Industrial labour. —The towns too have their counter¬ 
part to what we have described as the agricultural masses. 
The bulk of industiial labour is ignorant and uneducated. 
Their surroundings are often primitive and insanitary, 
though steady efforts are being made to improve their 
lot. Living in towns they are more closely in contact 
with political movements than are the agricultural 
classes, but it is doubtful wiiothei* the ordinary political 
ideas make much appeal to them. In the towns loo 
are to bo found those lo^Yel• strata of the population which 
can easily bo worked up into mob demonstrations and violence. 
These elements and the industrial population have 
formed in recent years the objective t>f communist propa¬ 
ganda. In some of the larger iiidus,trial towns the doctrines 
of communism for a time made api)rociable progress, parti¬ 
cularly in Bombay. The movement has rocontly received a 
check,* but it undoubtedly survivc.’s ns a contiimal menace to 
ord(!rly progress and the well-being of tlie community. 

7. Means of appeal to the masses.—The general effect 
of the inct lire we have endeavoured to draw is that the classes 
affected by political opinion form a wule circle which is 
s,teadily expanding. It is continually e.stablishing new con¬ 
tacts with those portions of the population wliich have 
hitherto been indifferent. But beyond the l'iirth(‘st range of 
the genuine influence of political reasoning and argument, 
those who wish to rouse the unpolitical masses are able to 
play on tJicir feelings by appealing to the interests which 
are intense and vivid in their lives. First among these 
interests must be placed religion. It was the power of 
religion which enabled Mr. Gandhi during the non-cooperation 
movement ten years ago to rouse and sway the masses 
to a degree hitherto miknown in British India, and 
it is tJie veneration in which he is held for his ascetic life 
and moral teaching that gives him a great yiart of his popular 
appeal today. It was the power of religion working through 
the Khilafat movement, which for a time diverted the Muslim 
community from their traditional relations with the British 
Government. It was the appeal of religion, that recently 
threatened to destroy the work of the reformers in the Child 
Marriage Bestraint Act, commonly known as the Sarda Act, 
and has been used to rouse the transfrontier Muslim tribes 
against a Government responsible for a measure which could 
have no application to them. 
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The second of the main interests through which the 
massea may be roused ia the laud. India is predoininant|y’ 
an agiicuitural country and the land is the basis of hie 
for the great majority of the people. Consequently they may 
be immediately and profoundly affected by anything which 
touches tbe land, in particular land revenue and land tenures. 
Agrarian problems are seldom far below the surface. 

The tliird method of approach to the masses is one 
that is still comparatively new and untried. It is broadly 
spcaldng the method of revolutionary communism, the appeal 
to the “ have-nots ”. There are signs in the armoury of 
political agitation of an increasing insistence on the facts of 
poverty in India, not with a view to constructive effort in 
remedy of the causes, but for the purpose of exciting feelings 
against the propertied classes and an alien Government. Not 
much progress has been made on these lines except in the 
industrial towns. But it is part of the policy of communism 
to spread its doctrines among the peasants. 

8. Sectional interests.—^In speaking hitherto of political 
interests we have had in mind chiefly those broad issues of 
public policy which group themselves round the demand fior 
an increased measure of self-government, and we have tried 
to suggest the area over which interests of this kind are 
active. 'J’here ai’e, however^ other interests whicli make a 
genuine appeal to large bodies of people on lines other than 
those of nationalist politics. One of the niarked effects of 
the present, constitution, with its introduction of the forms 
of democratic government and its transfer of power not only 
in the provincial councils but in local bodies, has been the 
recognition of the fact that any group or section whicli has 
a common bond of interest can secure its objects only through 
organization.. The binding forces of society outside the 
family are religion and caste, and there has been a dellnite 

? uickening of communal and caste feeling, and a tendency 
or people to group themselves politically under these cate¬ 
gories, which have for them a practical significance. It is 
felt that a common interest unites those who belong to a 
particular caste or a particular religion, and at • time 
when novel and broader ideas have not 3 ^et succeeded in estab¬ 
lishing themselves, it is no doubt inevitable that the earlier 
manifestations of political awakening should among large 
sections of the population take a form that is familiar and can 
readily be appreciated. Local and provincial patriotisms also 
show unmistakable signs of development. All these indicate 
the real emergence of a public opinion and a general will, in 
a form however restricted, expressing themselves through the 
telations which most closely concern and interest the masses 
of the people. Forces of this kind reach elements of the 
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population which are untouched by the ideas of nationalism, 
but it must be remembered that they are always at hand to 
be utilized for nationalist ends. 

9. The growth of the nationalist spirit. —^lu saying this 
we do not wish to minimize the extent of the genuine in¬ 
fluence of nationalist ideas. There is no doubt that a con¬ 
siderable degree of national consciousness has been evoked 
among the educated classes as a whole. Wiih the economic 
and educational development of the country have come, natu¬ 
rally and honourably enough, a greater self-respect, both 
individual and national, and a demand for equality of treat¬ 
ment and status with the West. The rise of Japan as a great 
Asiatic power supplied an early stimulus to this movement. 
Since tlien the stream of western thought in the present contu- 
ry has more and more brought India uithin the line of its 
current. Ipterconi'so with the world grew. The influence of 
western education increased. Stud(*nts in ever greater num¬ 
bers went to Wnglami and r(‘turncd. Older men, and even 
women, visited Kurope more freely, and with a riper .judgment 
compared other countries with their own. Conscious of the 
magnitude of her share in the (Ireat War, India has watched 
with close interest nationalist movements in Afghanistan, 
Persia and China, while in another direction Ireland and 
Egypt have boon examples wdiich have constantly been before 
her eyes. 411 tliis has encouraged nationalism and democratic 
thought. One consequence of the growth of nationalist 
feeling has been to make Indian opinion exceedingly sensitive 
to any ill-informed judgments, which might appear to indicate 
a lack of trust, and to all that might be held to mark the status 
of India as inferior to that of other units in the Empire. 
India could hardly remain unaffected by what has 
gone on around her, while at home the constitution of 1919, 
however far it fell short of full self-government, had set her 
feet firmly on the path. 11 was therefore inevitable that this 
nationalist impetus should come, and it would be a grave 
mistake to nnder-estimate its force or to depreciate its \alae. 
It is a necessary condition of the I'uilding up of a wider and 
more \dgorous life, and of that de\ elopment of a self-govern¬ 
ing India which from early times has been the ideal of 
the most far-seeing of its British administrators. 

10. The nationalist demand.—The nationalist demand is 
for self-government and dominion status. It is couched 
in terms of British thought and British institutions, for it 
emanates frdm those who have been profoundly influenced 
by British ideas. The demand for self-government, stated 
in practical terms, is that India should be allowed to manage 
her own affairs both in the provinces and, subject to any 
temporary safeguards that may be requisite, at the ccaitre. 
The claim to dominion status, so far as that can be separated 
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from ideas of self-government has perhaps a sentimental, 
but no! on that account any less potent, aspect. The demand 
is not only that India should be enabled actually within 
necessary limits to .settle her own affairs but that she should 
be publicly recognized before the eyes of the world as com¬ 
petent to settle them. Both these ideas are included by 
Indian opinion in that dominion status which the announce¬ 
ment by His Excellency the Viceroy on the 31 st October, 
1929, described as the natural issue of India’s constitutional 
progress. 

It is possible to trace in these political aspirations two 
separate trends of thought. The first is directed to the 
natural satisfaction of a national pride and national senti¬ 
ment. Tlio ])osition of India in the Empire has been 
ambiguons. Tlu're are undeniable obstacles to the attain¬ 
ment of com])]ele solf-govornmoiit at once. But, are these 
ol)stacles to be used for tlie purpose of delaying the progress 
of India, or is a genuine attempt to be made to overcome 
them ? Are dilfcMences of race and culture to keep India 
permanently iu a ]josition of inferiority to the great 
Dominions, or is a ]ilaco to be found for her within the 
Emjnre which will satisfy her claims to equal treatment•? 
To those, in whom such are the dominant ideas, the actual 
detailed means by which their ideas may be translated into 
fact are often not of great account. The second line of 
thought is directed to the fulfilment of concrete policies. 
Th'>se wlio think on these lines liave an essentially practical 
outlook and demand power in order to achieve certain 
definite objects. 

11. The extent of support for the ftationalist demand.— 
It happens that tlic course of the civil elisohedience move¬ 
ment in the last months has exhibited with suflicient 
plainness the strength of the nationalist fprees and also their 
limitations. It is clear that they have on their side a sub¬ 
stantial measure of support from educated Hindus of all 
classes, for large numbers of those who have not acti^^ 
joined the movement, being repelled by its methods, 
shown unmistakable sympathy with its aims. .There is Mtlo 
doubt also that the minority communities to^a large 
share in these Imoad nationalist aspirations, but it has become 
plain, if demonstration were needed, that generally speaking 
they are notj4ihoat-appF<dign8iaiW-<>i-t^^^ 
governing India, and they are concentrating att^tion-on the 
protection of their rights and interests. It ia-a fls niped -ihat 

pojBica-are likely.to remain- en trisommiinal basis. It will only 
be by a gradual process , that the handling of practical 
problema of administration and policy will leaid to the 
development of p arties w hich wUl be divided on dilforent: 
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lines. The lauded interests also are anxious about their 
future. The depressed classes, so far as they are beginning 
to develop some political consciousness, look with uneasiness 
at the prospect of Governments dominated by the higher 
castes. The great mass of the people, tliough, as we have 
said, capable of being galvanized .into action by appeals 
on those matters whicdi really interest them, regard with 
some indittereiico political changes which they do not 
understand. It is instrnctive to observe how during the 
present civil disobedience movement strong feeling has 
been aroused in the towns, and outside the towns in 
particular localities where either the conditions were pecn- 
liarly favcuirable. such as Gujorat, or where some local grie¬ 
vance could he exploited or some doubt sown us t(! the power 
of Government to maintain its authority. l»at looking at the 
country broadly, a political agitation of l emarknble intensity 
and fervour has left the rural districts hut little atfected. 

12. The extremist element.—In speaking liitherlo of the 
nationalist forces wc have had in mind primarily those ele¬ 
ments in the movement wdiicli are ])roparcd to look to consti¬ 
tutional advance; within the Empire*. But it must be recog- 
irtzed that, tlime is, particularly amemg the younger men, a 
considerable body who have aelopted independence not as a 
phrase but as a settled aim, who are fundamentally hostile to 
the British connection and who, though they may not all 
favour or belien e in the efficacy of the methods of terrorism 
which many of them are* pre*pared to pursue, are at any rate 
ceniviucod that it is only by force applied in senue form or 
other tliai they can achmve their end. Willi such men it 
wcMilel be idle to expect that any settlement is possible. The'v 
will oppeise any agreement that may be reached, and the most 
tleat e-aii be hoped is that gradually tliroiigh (experience of a 
consUtutioii, which gives a considerable degree ..if solf- 
governmeiit, they may come to realize that more can be 
achieved by working the constitntirm than Ity endeavouring 
to.^eitlirow it. 

^^3. Non-offleial European opinion.—We must not close 
onr ^^couni of political opinion in India without giving some 
im^ri^itm of the attitude of the non-official European com¬ 
munity. The Statutory Commission have emphasized the im¬ 
portant contribution which this community has made to ther 
^onomic development of India and the influence it possesses 
in virtue of its widespread coramorcial activities. Prior to 
the introduction of the present constitution the interest of 
the community in politics was limited, but since 1919 it has 
realized the necessity of taking its full share in the political 
life of the country. Its entry into active politics has been- 
marked by an increasingly liberal spirit towards Indian aspi¬ 
rations, and during the inquiry of the Statutory Commiasioa 
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it showed itself ready to look with favour on proposals for 
political advance, subject to the provision of adequate safe¬ 
guards for its rights and legitimate interests. 'Die civil dis¬ 
obedience movement with its accompaniment of a boycott of 
British goods and British trade, through which it was hoped 
to bring pressure to bear on His Majesty’s G»)veniment, has 
had marked reactions on those who felt themselves unfairly 
attaclcod and who resented this intrusion of politics into 
business. Resentment has been slow in gathering force, but 
recently European commercial opinion has shown unmistak¬ 
ably that it does not mean to allow itself to be coerced by these 
methods, and there lias been some consequent stifPoniug of its 
attitude towards political advance. 

14. Conclusions.—^We have made above some attempt to 
describe the main political currents and forces that are 
moving over the formerly placid surface of India. If our 
reading of the situation is accurate, it is evident that the new 
constitution must be such as will take full account of these 
new forces. The time has passed when it was safe to assume 
the passive consent of the governed. Tlie now system must 
be based as far as possible on the willing consent of a people 
whose political consciousness is steadily being awakened? 
There is still in the country a fundamental respect for autho¬ 
rity. The new legislatures have established for themselves 
a position which is gradually coming to bo understood and 
ac(!epted by increasing numbefs. Constitutional forms are 
for the jnost part respected and observed. The conditions for 
a substantial transfer of power are not in our view unfavour¬ 
able, and we are convinced that the time has come when the 
broadest considerations of Imperial policy demand that we 
should spare no efforts, and even take some risks, in order to 
arrive at a constitutional solution which will give reasonable 
scope to this ideas and the aspirations that are moving India 
to-day. 


GOVERNING PRINCIPLES. 

15. Opportunities for ^owth.—The Indian Statutory 
Commission have at the beginning of the second volume of 
their report, before explaining their detailed proposals, 
set forth plainly the general principles on which their 
^recommendations are based. We think it will be con¬ 
venient if in the same way we make clear at the outset 
our general outlook on the constitutional problem and 
the principles which guide our conclusions. In the first 
place we are in full agreement with the view of the Commis¬ 
sion that the new constitution should not be unduly rigid, 
und that it should allow of natural growth and diversity, 
;For instance, it might ease processes of transition if formal 
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provisions which may require subsequent change could be 
drafted in such a way as not to involve legislation if and 
when it is desired to make the change. Again, within the 
general framow’ork of the constitution in the provinces it 
might be possible to allow certain variations suggested by 
local conditions and favoured by local opinion, ilnally, 
w'o should hope that both in the provinces and at the centre 
the constitution would give opportunities for development 
by practice and convention in accordance with actual needs 
and experience. The evils that flow from a temporary con¬ 
stitution have been fully set out by the Commission. Our 
aim must be io.establish a constitution which should, as far as 
possible, contain within itself provision for its own develop¬ 
ment. We recognize however that that aim can be more 
fully attained in the provinces than is possible at the centre, 
where tlje. ultimate form of the Government cannot as yet 
be so elearlv discerned. 

• 

K). The ultimate ideal—An all-India federation.—^The 
Commission have pictured the ultimate constitution of India 
us an all-India federation including not only British 
India, but also the Indian States. That is an ideal which 
we fully accept. Tlicre is an essential unity embracing the 
whole of India, which we hope will at some future time find 
expression in certain joint political institutions. But it is 
clear, as the Statutory Commission have been careful to 
point out, that this ideal is at present distant, and lhat the 
federation of Greater India to w’hicli they look forward 
cannot be artificially hastened. Much may be done to 
promote a more vivid sense of the unity of interests in many 
spheres between British India and the various States, and 
to develop the conception that there arc matters of common 
concern -which can best be treated in consultation. Never¬ 
theless we must recognize that the time has not yet come when 
the general body of Indian States would be prepared to take 
a step so far-reaching in its character as to enter into any 
formal federal relations with British India. While, therefore, 
we are entirely at one with the Statutory Commission in hold¬ 
ing that the ideal is a federation of all-India, and that this 
ideal should he clearly home in mind when drawing the main 
outlines of the constitution of the new India, we must also 
recognize that the ideal is not likely to realize itself, save in 
its own duo time. There is a certain danger that if we direct 
car gaze too fixedly to a distant future we may tend to over¬ 
look (he needs of an urgent present. The main problem 
which must engage our attention is how British India may be 
developed in a manner which shall not only be consistent ^th 
the wider vision, but shall be appropriate to its own im¬ 
mediate requirements. 
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17. Federal development in British India.— We have 
doubt that apart from the importance of designing a stnictnre 
into which the States may later fit themselves, the conditions 
of British India itself point clearly to a federal development. 
India under the old system of bureaucratic government was 
adudnisterod on strongly centralized lines. With the first 
steps along the path of democracy it was necessary to relax 
control at the centre, and as the Statutory Commission point 
out, the completion of the policy contained in the announce¬ 
ment of August 20th, 1917, was pictured* by the authors of 
the Montagu-Chelmsford report in the form of “ a congeries 
of self-goYorning Indian provinces associated f«i* certain pur¬ 
poses under a responsible Government of -India lliis 
remahus in our opinion the ojily feasible policy for translating 
responsible institutions into a country containing so huge a 
population and such diverse elements. The aceepijuu-e f;f the 
federal idea for British India canios with it the obligati(tn to 
devfiipp as rapidly as possible the emergence of the self-govern- 
ingi^dts wlii(3h must form the component parts of the federa- 
tione^’ As the Commission point out, we shall be engaged on a 
IMTOCess wljich is the reverse of normal. We do not start 
with solf-gOYorning states which- agree to coiubiiio. We have* 
already an administrative unity, and oin* first task is to 
decentralize vrilh a view to permitting Iho development in 
Ihe provinces of that degree of iiidepeudent activity which 
should cliaracierize the units of^a federation. We arc, there¬ 
fore, in full agreement with the broad aim of the Commis¬ 
sion to give to iho provinces the maximum of autonomy con¬ 
sistent v.itli the interest of India as a whole, and to make 
each province as far as possible ndstress in its own house. 
But in following this policy -we must be careful not to 
sacrifice Ihe spirit of national unity which has gradually been 
developing iind«'r the centralized British administration. 
We require a vigorous central antliority capable of sustain¬ 
ing the heavy burdens that necessarily fall upon it. It 
will be responsible for the defence of the country against 
external attack, and for the maintenance of the nltimato con¬ 
ditions of internal tranquillity ; for the finances of India as 
a whole and its credit in the markets of the world ; for its 
commercial and tariff policy ; and for all those matters of 
common eoncem which must be handled by a central Govern¬ 
ment. It should be in a position to mobilize the experience, 
talent and resources of all India for the more efficient pursuit 
of such objects as agricultural, medical or economic research. 
It must also possess powers of intervention if developments 
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in any province are such as to aifect any other part of India 
oj the administration of any central subject. 

4r 

18. The problem at the centre. —The most difficult 
problem that confronts us is what form this central authori^ 
should take. It is clear that imny of its functions must for 
some time continue to be exercised, as they are at present, in 
respoiisibUity to the ultimate will of, Parliament. The 
material foundations of modern India’s life have been laid by 
the hand of Britain, and in the process British interests liave 
come to be deeply onj^aged in India. A history to which 
Britain can look back with pride has left results which pro¬ 
foundly influence the present. The security and the prosperity 
of India represent an interest of Britain as well as of 
India, and an interest of such magnitude that Britain cannot 
afford to see it jeopardized. It might be argued that as any 
complete form of responsible govermnent at the centre 
is, for the reasons we have jnst indicated, in present 
conditions impossible, no attempt can. usefully be made 
to invest the Government with any popular sanction. 
A central Government should be constructed which 
would tlij’oughout the field of its functions he plainly 
respoii.siblo to ParliamoTit alone, and in order that the 
Executive might fulfil these responsibilities the legislature 
should be so constituted that it could be depended on to grant 
to the executive the money and the legislation required to 
carry out the policy of Parliament. The legislature would to 
some extent reflect opinion in*«India, and its views would be 
taken into account before decisions wore reached. But when 
once the Government of India, in agreement with the Secretary 
of Stale, had reached conclusions, the Indian legislature 
would he eontont to implement them. Such a Government 
would no doubt be strong in the sense that it could count on 
getting its own way. But it would be wholly depriveil of that 
element of strength whicli comes from the support of public 
opinion. We have set out this alternative quite fraiildy, for 
it represents one of the logical extremes, as complete self- 
government represents the other, and when proposals for 
some intermediate position are pn‘, forward and are attacked, 
as they well may be, on the ground that they may lead to di¬ 
vided counsels, it is important to realize clearly that the two 
extreme positions are impossible. The Statutory Gommis- 
siou had no doubt on this point. They stated that a.s a mat¬ 
ter of practical politics there could be no question of going 
back to a previous stage by providing that the xVssembly 
should have an official majority or by redneing its powers. On 
the contrary, they have addressed themselves to the task of 
considering how the machinery by which Indian political opi¬ 
nion expresses itself and exerts its influence ac the centre 
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may be improved. We are in entire agreement with this^ 
view. The solution of our difficulties is not to be found by 
attenuating the channels through which Indian political 
opinion finds expression, but rather by harnessing that 
opinion to constructive work, so that what is at present a 
danger to the stability of Goverament may be converted into 
its main support. The Statutory Commission have put the 
point in words which we would desire to endorse:— 

Nationalism is a force with immense power for good 
or evil, and the task in the future is to utilise 
that force for constructive ends. For national¬ 
ist movements that fail to find an appropriate- 
outlet for their energies tend to mere strife and 
futility.” 

19. Suggested conditions of a solution.—The conditions 
of the problem suggest to us the importance of defining as 
clearly as possible the purposes which Britain must continue 
to safeguard in India, and making it plain that where those 
purposes are not concerned India should bo free to manage her 
own aifairs. The British Government must satisfy itself on 
certain essential points, for instance, that the defence of India 
from external attack, which rests, and for many years mu.d 
continue to rest, largely on British troojjs, is fully assured ; 
that relations with foreign States, with the ultimate pos¬ 
sibilities of war which they involve, are conducted under its 
authority ; that the conditions of internal security are main¬ 
tained ; that tiiiaiKnal obligations are provided for and the 
requisite financial stability and credit of the country ade¬ 
quately secured ; that reasonable treatment is accorded to 
minorities ; and that unfair discrimination is not practised 
against any section of the community. In our opinion the 
ultimate control of these matters must in present conditions 
reside in the Britisli Parliament. It would be understood 
that upon Parliament rests an obligation to secure certain 
definite purposes, and that for these express purposes it may 
be necessary for Parliament to intervene at any point 
in the administration of the central Government. Where 
these purposes are not affected, the policy and administration 
at the centre may -properly be regarded as the concern vof 
India alone. From this point of view the activities of the 
central Government might perhaps be viewed as falling .into 
three categories. There would be, in the first place, those, 
subjects in which the interest of Parliament might be ex¬ 
pected to be continuous, such as defence, foreign affairs, the 
preservation of general tranquillity and the fulfilment of 
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financial obligations. Secondly, there would be subjects in 
which Parliament would be interested only occasionally, 
if and when it became clear that the policies pursued were 
affecting the purposes which Parliament wished to safeguard. 
We should be inclined to include in this category the methods 
of taxation by which the revenue of the central Government 
is raised, the tariff and commercial policy, and the manage¬ 
ment of railways. We should expect these matters normally 
to be directed in accordance with the views that commended 
themselves to the majority of Indians, but subject always to 
the possibility of Parliamentary intervention if any of the 
pnvjjoses of Parliament were threatened. Finally, there 
would be a range of subjects in which wo should hope that a 
popular policy would seldom, if ever, come into conflict with 
the responsibilities of Parliament. Such would be, for in¬ 
stance, the genoi'al economic development of the country, 
industrial, policy and questions of labour ; the ordinary ad¬ 
ministrative services which the central Government carries 
out, such as the management of the postal and telegraph 
systems or the customs administration ; the development of 
coiiimunicatiouh whetlier l>y land or air ; the co-ordination 
of lliose acti^iti<^s which form the })rimary concern of the pro¬ 
vincial Governments, such as education, health and agricul¬ 
ture ; the promotion of social refV»rm, and many other matters 
of great importance to the welfare of the community. Again, 
the selection of the representatives of India at Imperial con¬ 
ferences or at the Ijoague of Nations, and, subject to any over¬ 
riding considerations of Imperial policy, the instructions 
given to them appear to us to he matters which might well be 
left to the determination of India. The relations of India 
with other parts of the Empire must naturally be of concern 
to His Majesty*s Government. But we should hope to see a 
development of the existing practice wherebyr India is enabled 
to deal direct with the Governments of the Dominions 
in cerlaiu matters that affect her closely. Generally, in 
regard to the sphere in which the central Government might 
expect to be allowed to pursue its own policy, we think it is 
important to remember that it !s proposed to hand over to 
rospousihle Governments in the provinces the administration 
of all the functions which most closely touch the life of the 
people. It seems to us evident that in some form or other 
comparable activities, which are the charge of the ctntral 
Government, ^should also be administered in relation with the 
popular view, provided always that the broad purposes of 
FarJiament which we have doscrihed above are not affected. 
The precise form by'' which public opinion may make itaelf 
felt ill a Government, which must be prepared in certain 
matters to be guided ultimatelv by the will of Parliament, is 
the cardinal problem that confronts us. We offer our own 
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eag^estions later, not with the idea that they are proof against 
cnticism, but as indicating general lines of development which 
seem to us, on the basis Of our own experience, less open ta 
objection than others that w$* have seen. But whatever may 
be the plan adopted, wo are convinced that no scheme of (lov- 
eminent at the centre can work with success, unless it is re¬ 
cognized tliat Parliament and the Indian legislature have each 
tlieir special contribution to make to the welfare of India 
Mliicli is ilie joint purpose of both. Our aim should be a 
parcner-diip in a common cause. 

20. Ultimate considerations.—^The Statutory Oommissioii 
suggest that there may he a further complication in a problem 
already sufficiently complicated. They utter a caution against 
the development at fliis stage of iustitutioiib which might pre¬ 
judice the ultimate foiin of the central Ooveniment. The 
caution is no doubt one that bhould he home in mind. But 
caution in this respect must not be carried to the point of 
allowing ourselves to he immobilized from fear that aai slip 
we take ma\ prove not to be leading Uh directly to our (muL 
Thoie i*- much to he done befoi’e that end can be reached, and, 
if w\' ]i<ipe 1() reach it, we must be prepared to lest by experi 
ence tin' form.', and method'' of that type of Government 
which will eventually emerge*. It is clear tJiat the aim for the 
centre as for tlu provinces must he the progressive realiza¬ 
tion of resjioiisihle governmc'iit. There already exists in the 
Legisla1i\e Assembly an organ Avhich as it develops will be- 
coriu* c'lie of tlio main instruments of responsible governmorit 
at the* pcmire. Uespoiii'ibility wdll conn* as the result of the 
relations established between the legislature and the execu¬ 
tive. We cannot at })resent foresee precisely what Uie ulti¬ 
mate di'vclopment of those relations wi<l be. But it seems 
to ns ])lnin that w’o should without delay i^et ourselves to the 
task of encouraging I he estahli-jhnu'nt of effective relations 
between these two bodies, and thus prepare the foundatio:|j 
for the full responsible government which we desire to reach. 

The GOVERNORS’ PROVINCES. 

21. Boundaries Commission;—^We come now to a cons- 
sideratiou of the detailed proposals made by the Statutoi'y 
Commission, and following the order in which they have 
approijched the problem we shall deal first with the GoV' 
ernors’ provinces. The first subject on which* the Com-, 
mission touch is the* need for provincial redistributiou. 
They suggest that the Govenunent of India should 
set u]p, Hs a matter of urgent importance, a Boundaries 
Commission with ,^eutral chairman, to investigate the main 
cases in which pr<^^cial readjustment seems caUed for. The 



17 • 


two particular cases to which the Commission themselves give 
their attention are Orissa and jSind. 

The claim of the Oriyas lo a separate province of their 
own is of long-standing. In their letter the Government of 
Bihar and Orissa have drawn attention to the need of making 
early investigation into all relevant factors with a view 
to satisfying tlie very natural desire of the Oriya-speaking 
peoples to possess an administration of tlieir own. The 
claim of Sind to ho a self-contained unit lias liecome irtcreas- 
ingly prominent in roceui years, ^flie preponderance of the 
local population is Muslim, and their claim to separation 
from the Bombay Presidency has been ardently advocated. 
Neither on Orissa nor on Sind are we >(‘t in a jiositioii to 
tender final advice, but we urge that enquiries be set on foo», 
at the (‘arJi(*st possible date. We should not contemplate eu- 
t’‘n.3ting the task to a 8ingl<‘ Boundaries .Commission. The 
two ])ro])ieni.s an* not connected, and we would suggest in¬ 
vestigation bj' two separate committees. We wisn to 
emphasize the need for expedition in i*eaehing conclusions on 
the.ic two outstanding cases, which are respectively of funda- 
nieiiial importance to thi* two proviiiees of Bihar and Orisr>a 
and of Bombaj, as they now exist, in order that, if new 
arrangi^meuis are required, they may be introduced simul- 
tauconsly with the new constitution. Wo conceive that me 
Sind Committee will In* concerned primarily with the ad¬ 
ministrative and financial aspects of separation, for the ques¬ 
tion is not one of boundaries. In Orissa on the other hand 
diflinilt questions of future boundaries will be directly in 
issue. 

Other possible readiustmeiits of provincial bouiKlaries 
should in our view stand over, until opinion has more clearly 
expressed itself. It would he for the new administrations 
themselves to take up such cases as they arise. 

We note in passing that the soparaGon of Bnrinu may 

invohe readjustments of the bound, ry between that iirovince 

and Assam. To this reference will be found in the letter ot 

the Government of Assam. 

• 

^ 22. The abolition of dyarchy. —^Iii agreement with the 
great mass of 'opinion in this oountry, both 'official and non- 
.oMtial, v'c accept in principle the recommendations of thi* 

, Comiij(ftssip 9 for then’econstitutibn of the provincial Govern¬ 
ments, 'Q^.so dqing, we do not associate ourselves with those, 
who pass an nnqiialified condemnation ^*11 the exi,sting disposi¬ 
tions. On the contrary we pay our tribute to thovse who 
planned and thbse who have worked- the provincial constitu- 
,tions. Dyarchy in the provinces was never intended to bo 
more than a transitional device, a first step bn the difficult 
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road towards a complete!;? ^responsible system. With few ex 
cep lions goodwill has been, forthcoming, and an earnest 
endeavour has been made to translate into action the oppor- 
tunides which the constitution has offered. ^ Provincial Uov - 
ernments, whether on the reserved or the transferred sides, 
can lake reasonable pride in thcir administrative record. 
Policy may sometimes have been at fault ; results may not 
always have balanced expectations ; but on a broad view 
much has been accomplished that might have been difficult 
of achievement under the older unreformed system. We are 
clear, however, that a stage has now bepn reached in the poli- 
tical growth of the provinces at which the next step forward 
should be taken boldly. We agree with the Commission that 
the time has come to remove the boundary, set up between 
GC'partmeiits of which ministers may take charge and 
those from which they are excluded. To reserve law and 
order would be to concentrate attack on the most delicate 
part of the machinery. The arguments in favour of transfer 
have been auth<»ritatively and, to our mind, conclusively stated 
by the Statutory Commissirni and the Indian Central Com¬ 
mittee. We do not disguise from ourselves the risks inherent 
in so great a change. But, subject to the necessary safe¬ 
guards which the Commission have suggested, we are pre¬ 
pared to see provincial administration in all subjects ^itrusted 
to respoiLsiblc ministers, linked together in a common account¬ 
ability for their policy, and operating in relations with popular 
legislatures from which the official element will have dis¬ 
appeared, and in which the nominated clement will have been 
reduced to tlie smallest proportions. 

On the main issue that a great step forward should be 
takejj, the unanimity of the provincial Governments is com¬ 
plete. Differences of opinion on details merely anticipate’ 
■what we ourselves consider to be probable, namely, that the 
working of the new system .may not follow identical lines in 
all provinces. A single rigid system might hampef, and not 
assist, the ready expansion of free ijistitntions. Some 
freedom in the constitution is needed in order to facilitate 
local growth in forms suited to local conditions. 

The provincial reports sufficiently indicate the provincial 
view and we do not ourselves propose at this stage to discuss 
in detail' the recommendations of the Commission on all pro¬ 
vincial points. There are, however, certain matters on which 
^comment is required, and to these w’e now turni*. 

Provincial legislatures. 

23. Their life-time. —There is no dissent from the pro¬ 
position that the normal statutory life of provincial legisla-' 
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tures should be raised from three to five years. We join with 
the provincial Governments in ace^)ting the proposal. 

24. Their size.-*-The ComihisSion'criticize the size of the 
present councils und find them too small. They suggest that 
Unless an increase in the size of the electorate is accompanied 
by an increase in the number of constituencies the reality of 
representation may be prejudiced. They remark that in¬ 
creased membership of the provincial councils will facilitate 
their plan of representation at the centre. The recom¬ 
mendation 'which they make is that in the more important 
provinces there should be an immediate increase to a figure 
between 200 and 250.' 

We accept in principle the suggestion that there should 
be a material enlargement of the provincial legislatures suit¬ 
able to the new conditions, but we would be reluctant to 
propose precise figures reached on a priori grounds. The 
matter should, we consider, be included, within the terms 
of reference to the Franchise Oommittee, in order that the 
size of each provincial legislature may be decided on the basis 
of ascortfnned needs. Any substantial increase in the elector¬ 
ate will certainly necessitate an addition to tht’ num¬ 
ber of the constituencies in each province. The prov¬ 
incial Governments recognize the need for enlarging the 
legislative councils ; but their general view appears to be 
that so largo an increase as the Oommission have in mind 
may bo unsuitable to (heir coiiditioiis. 

For the reasons given by the Oommission it will still be 
necessary for some time that the Governor should retain a 
strictly limited power to nominate, but we doubt whether, 
when the Franchise (.Committee have completed their labours, 
it will bo found necessary to give a power of nomination 
quite on the scale which the Commission have in view. We 
agree that no special provision should be made for the election 
of women. 

25. The disappearance of the oflacial bloc.—The presence 
of an ofiiciul bloc has been a iiotic.;able feature of the present 
dyarchical system' and essential to its working. We agree 
that with the abolition of dyarchy, the ofiicial bloc should no 
longer be retained. Witli the exception of a small nominated 
element, the provincial legislatures will be wholly selected ; 
free play will be given to the formation of parties, from 
which we iliay expect to emerge correct principles of minis¬ 
terial respdhsibility. 

26. Oonstituent powers.—The question of granti^ to 
provincial" legislatures constituent powers raises difficult 
issues, ^both constitutional and practical. The Commission 
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suggest that after ten years the provincial councils should 
have the power to set in train certain proposals for change 
by the method of “ constitutional resolution ”, but the 
changes would be limited to those affecting the electoral law. 
The enforcement of a constitutional resolution would be 
dependent on the grant of a certificate by the Governor that 
the resolution relloetod the general opinion of the province 
and of any community specially affected, and would require 
also the concurrence of the Governor General. 

We welcome the proposals of the Commission to give to 
the prf>vineial legislatures tliis measure of constituent pow'er. 
Were it practicable to do so, we would gladly enlarge its 
scope. But with one possible addition, to which we shall 
prenentiy refer, for the creation of a second chamber, we see 
grave difficulties in giving this procedure any wider extension. 
Jhiven Avithiii the ambit of the electoral law, the distribution 
by statutory provision of the balance of political power 
betw'ecu the representatives of different communities and 
interests in fixed proportions immensely complicates the pos¬ 
sible effects of electoral cliaiige. The initial dispositions will 
now be made under the authority of Parliament itself, after 
coiLsiiltation with the re])rosontativ(‘S of British India as¬ 
sembled in meeting at the Hound Table Conference. To 
throw open those di.s])ositions to early revision by local 
authority would, from the start, invite conflict and might pre¬ 
judice the endeavour to initiate a fully responsible system of 
Government in the provinces. It is reasonable that the 
electoral system set up at the begLniiing of the reforms should 
rest on the assumption that it will endure at least until new 
political conditions are established, after experience of the 
new Governments has been obtained. For these reasons we 
<lo not anticipate that Indian opinion .will resent the provision 
that no constitutional resolution ” may be passed by a pro- 
vincia I legislature until after the lapse of some years from the 
inauguration of the new system. With regard to the scope 
and freedom of the constituent powers, it is clear that these 
must remain under some limitation, at least until the country 
at large is prepared to abide by what we regard as a funda¬ 
mental principle of responsible government, namely, the 
validity of a majority decision. While, therefore, we are 
anxious to lose no opportunity to place within the constitu¬ 
tion the sends of its own growth, we agree that, subject to the 
addition which we have suggesled above, and which we now 
discuss, the range of the constituent power accorded to the 
provincial legislatures should be as proposed by the Commis- 
Hion. 

27. Second chambenf. —The arguments for and against 
second chamber.** in the provinces have been fully set out by 
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the Oommission, who have themselves jiot found it possible to 
make a unanimous recommendation one way or the other. 
There was a similar diversity of opinion among the members 
of the Indian Central Committee. Among the provincial 
Governments, Madras, Bombay, the Punjab, the Central Pro¬ 
vinces, and Assam do not desire second chambers. We under¬ 
stand that this represents in all cases the unanimous view of 
both sides of the Governments, except only that in Bombay 
one member of Council supports a second chamber for that 
province. All members of the Government of the Fnited 
Provinces are in favour of the establishment of a second 
chamber in that province. In Bihar and Orissa also the local 
Government, without any dissentient member, advocate a 
second chamber. Opinion in the Government of Bengal is 
divided. I’hey state in their letter that some members are 
.strongly in ^favour of a second chamber, and that the re- 
maindei- are doubtful. In these circumstances the local Gov¬ 
ernment express themselves as having decided to maintain 
the opinion in favour of a second chamber Avhich they 
expressed in their memorandum to the Statutury Commission 
in 192U. 

I’he matter .seems to us to he peculiarly one in which 
regard should be had to local conditions. We would not 
propose that in any province a second chamber should be 
nia<le a condition of advance. Where local opinion favours 
and local conditions seem to require a second chamber, it 
should in onr view be set np and incorporaiod in the new 
constituti(ui. 1'he problem has now been fully investigated 
by the Statutory Commission, and avo have before iis the 
considered vLcacs of each provincial Government. Their 
knoAvledge of local conditions and local requirements is 
necessarily more intimate than our oAvn. We therefore 
accept the recommendations of the Governraejjts of Madras, 
Bombay, the Punjab, the Central ProA'inces and Assam 
that there should bo no second chambers in those provinces. 
Similarly we accept the recomniendations of the Govern¬ 
ments of Bengal, the United Provinces, and Bihar and Orissa 
that in those provinces there should be a second chamber. 
If effect is given to their wishes, we should suggest that the 
manner in which the upper house should in each instance 
be composed in those three provinces should be left to further 
investigation by the B^anohise Committee in the light of the 
suggestions which the three Governments have put forward. 

While Ave agree that in five of the eight provinces, there 
^tShonld on the institution of the new constitution, be a single 
chamber legislature, we associate ourselves with the view 
expressed by the Government of Madras that future ciremn- 
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stances may create a demand for a second chamber. We 
accordingly accept the suggestion of the local Govern¬ 
ment that the subject should be included among those matters 
on which after ten years a “ constitutional resolution may 
be passed, and would apply the provision to all provinces, 
leaving it open to a provincial council to recommend the 
creation of a second chamber where none exists or the aboli¬ 
tion of one that has been set up. Wo do not take it as certain 
that no provincial coimcil will pass a resolution to substitute 
for a unicameral a bicameral system. The success or failure 
of second cliambei-s in those provinces where they are estab¬ 
lished will, we have no doubt, materially shape political 
opinion iii those provinces which retain a single chamber 
legislature at the outset of the new system. We would sug¬ 
gest that a resolution dealing with the creation or abolition 
of a second chamber should require to be supp9rted by not 
less than three-fourtlis of the votes of the legislature instead 
of the propoi'tion of fwo-thirds suggested by the ('’ommissiou 
for other matters. If it were proposed to abolish the upper 
house, the decision might be taken in joint session, and tJie 
resolution if certified by tlie Governor should in our view be 
submitted by the Governor General to the Hecretary of State 
and laid before Parliament for its approval. 

The suggestion of the Commission to sot up a small expert 
revising body to which legislative proposals could be sub¬ 
mitted between the report and the third reading stages has 
attracted little support. 

28. The franchise.—^We agree with tlie i^immission that 
with the establishment of responsible Cabinets in the pro¬ 
vinces, the pr(‘seiit fraiichiso for the provincial legislatures 
will be too restricted. We accordingly accept their recom¬ 
mendation that there should now be such extension of the 
franchise as is reasonably practicable, and that the investi¬ 
gation of this matter should be entrusted to a specially con¬ 
stituted Franchise Committee under an impartial and ex¬ 
perienced chairman. The arguments used* by the Conimis- 
sion leave no room for doubt that the immediate adoption of 
adalt suffrage is wholly impracticable. The precise extent 
to which the franchise can now be widened is a matter^ on 
which, in our opinion, it is not possible to form conclusions 
until the problem has been investigated by the Franchise 
Committee. 

There is under the present .system no uniformity of the 
franchise qualification in the different provinces ; and it is 
dear that while the franchise continues to rest for the most 
part op a property qualification directly related to land, 
revenue payments, no precisely uniform system is possible. 
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The views expressed by the provincial Governmdits suggest 
that the extension of the franchise may well be greater 
in some provinces than in others. The Government of 
Bombay consider that the franchise should be widened to the 
extent of trebling the electorate, but this is further than most 
provincial Governments are prepared to go. Some indeed 
enter a caution against the too rapid enfranchisement of 
ignorant and illiterate voters simultaneously with the intro¬ 
duction of a new system of govcniment. Our general view 
is that it might be unwise to tie down the Franchise Com¬ 
mittee to any pre-arranged percentage of enfranchisement. 
We would be glad if it were found possible, from province to 
province, to reach the eufvanchisement of 10 per cent, of the 
total population recommended by the Commission, but wc 
would leave the Franchise Committee free, for valid special 
reasons which they may find to exist, to adjust their recoui- 
meudatioils to local conditions. 

Ill the course of their invosligalious tin* Committee 
should be directed to examine in each province the feasibility 
of introducing an additional qualification based on education. 
The Commission’s suggestion of this new qualification 
ks received a considerable measure of support from some pro¬ 
vincial Governments, but from others has not escaped cri¬ 
ticism. For example, the Governments of the United Pro¬ 
vinces and the Punjab question the soundness of the quali¬ 
fication ; and though it may bo suitable in some provinces, it 
is possible that it may not be appropriate in all. 

The Commission recommend that the Committee should 
be instructed to have due regard to the respective claims of 
urban and rural areas, and to the rights of women as well 
as of men. It is further suggested that the Committee should 
devise such qualifications as would secure as far as ;possible 
the same proportion of voters to population in ^ different 
communities. At the same time the (^Jommission deprecate 
different sets of qualifications for voters of different religions 
or races. We have no doubt that the Franchis,e Committee 
will keep these important considerations in vie\^^ The Com¬ 
mittee will not however be able to treat as first principles 
both these recommendations, namely, that there sliould be in 
each community the same proportion of voters to population, 
and that the franchise qualification for all communities should 
run on the same level, In some cases their results, may be 
found to be mutually contradictory, and we anticipate that 
some adjustment by compromise will be needed in their appli¬ 
cation. It has been remarked on past occasions that, after 
religion and race, the boundary between town country is 
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the greatest dividing line that rims through the Indian people. 
In more than one province the Committee may find that some 
readjustment is necess^ary of the present representation 
respectively of urban and rural areas and we attach great 
importance to securing genuine and effective representation 
of rural interests. With the broader aspects of female 
suffrage wo shall deal in our next paragraph. ' 

In agreement with the provincial Governments, we would 
prefer that Parliament should not commit itself to the 
appointment after fifteen years of a second Franchise Com¬ 
mittee. 

29. Female suffrage.—In the first volume of their report 
the Commission devote a s,eparate chapter to the increasingly 
important part now being played by the women of India in 
social reform and generally in public affairs. They consider 
that the wora(*n’s movement holds the key of progress and 
observe that the results it may achieve are incalcnlably great. 
This estimate of the iinportanci; of the women’s movement 
leads the Commission to ( oiiclude that India cannot roach the 
position to which it aspires in tlie world until its women play 
their duo part as educated citizens. 

The suggestions for the enfranchisi'inent of women mada 
by the Commission in the second volume of their report 
follow directly from the conclusion which they reach in their 
first volume. The Commission observe** that while 
provincial legislatures in exercising the option allowel 
to them of enfranchising women on tlie same terms as men 
have made a gesture of high slgnifKauice. it has remained 
only a gesture, because few women in India own property 
in their own right. In consequence, under the present 
franchise the proiiortion of women as voters is still extremely 
low. In order to correct tlieir proportion the Commission 
recommend the addition of two special qualifications for 
women voters ; namely, ])oing the wife over 25 years of age 
of a man who has a property qualification to vote ; and, 
secondly, being a widow over that age whose husband at the 
time of his death -was so qualified. In addition, nnder the 
Commission’s scheme, women over 21 years of age who 
possess the suggested educational qualification would also h« 
enfranchised in their own right. 

These suggestions have called forth much criticism and 
we doubt whether they would he acceptable to any consider¬ 
able section of oijinion in the country. The ^arguments 
against the Commission’s proposals have been wisll set out 
in the report of the Government of the United Provinces, in 
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which it is suggested that in the existing conditions one: 
practical result of the proposal would be to give to the family 
of the low caste Hindu voter, whose wife is able to go to the 
poll, a second vote ; and thus give them twice the voting 
power of many of the higher castes, and also of many of the 
Muslims, whose wives would be debarred from recording 
their votes by tlio operation of social custom. At the lime of 
the last reforms the enfranchisement of women was considered 
by the Joint Select Conunittee of Parliameni, who felt that it 
was not "desirable that.they should attempt to settle the ques¬ 
tion themselves. Their view was that the enfranchisement of 
women goes deep into the social system and .susceptibilities of 
India, and is therefore a question which can mily prudently 
bo decided in accordance with the wishes of Indians consti¬ 
tutionally expressed. It was in Ynirsnance of that view that 
provision was made in the electoral rules of each province 
leaving the decision on female suffrage to the i^rovincial 
legislature. In their replies to the present reference the 
majority of provincial Governments hUN'o taken somewhat the 
same lino. We agret' with them that it would be unwise to 
attempt to force upon India measures for the enfranchisement 
of great injmbers of women. We suggest, therefore, that this 
iftattor should continue to be loft to the decision of the pro¬ 
vincial couiunis, and we consider that the subject can well 
be dealt with by them in (ho constihitional resolution to 
which we have refoiTod. So long however as the principle set 
out by the .JoinI Soled Committee of Parliament is main¬ 
tained, we think it to be a Y)r(*per course that the suggestions 
of the Commission for the special enfranchisement of women 
should bo further investigated by the Franchise Committee. 

Communal representation, 

30. The Hindu-Muslim impasse.—The problem of com¬ 
munal representation has boon rightly described by the Com¬ 
mission as a liighly controversial and most impo?.’tai]t subject. 
On its solution will depend in no small measure ilie success 
or failure of the"new constitution. 

The Clommission^'s report contains a carefully prepared 
and closely reasoned examination of the issues at stake. The 
conclusion reached is that in the absence of agreement between 
the Hindus and tlie Muslims, the Commission* “ are com¬ 
pelled to assume in this matter, a continuance of separate 
communal electorates If there ar^' to be communal elec¬ 
torates, the jontstanding question left for decision is the pro¬ 
portion of seats in the various provincial councils to be set 
aside for Muslim members. After expressing a hope that a 
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renewed effort will be made between the two communities 
themselves to reach an accommodation, the Commission 
offer several general expressions of their opinion. They 
hold that in view of the weakness of the Muslim minority in 
six out of the eight provinces, the present scale of weightage 
in favour of Muslims in those six provinces may properly be 
maintained. On the other hand, the Commission range them¬ 
selves definitely against the full claim put forward by the 
Muslim community that, while retaining their weightage in 
the six provinces, the present proportion of seats secured to 
Muslims by separate electorates in Bengal and in the Funjab 
should be enlarged to figures proportionate to their ratio of 
poimiation. {Seized with this dilemma, the Commission offer 
the Muslim community a choice between two alternatives ; 
either, so it would appear, representation on a basis of their 
population in Bengal and the Punjab, but with the loss of 
their weightage in the six provinces ; or joint electorates by 
mutual consent in Bengal and the PunjaU and the existing 
scale of weightage clseivhere. There has boon no indication 
hitherto on the part of the Muslim community of any dis¬ 
position to accept either of the two alternatives suggested 
for their consideration by the Commission. Nor has the com¬ 
munity given any support to the scheme outlined in appendix 
VIII of the report for substituting for communal electorates 
a plan which purports to combine joint electorates with the 
exclusion of candidates unacceptable to the community 
affected. 

W hile the Commission hold the view that, in the absence 
iHf agreement between Hindus and Muslims, communal elec¬ 
torates must remain, the majority of Ihe Indian Central Com¬ 
mittee believe that widei- considerations must override the 
wishes of particular communities, and recommend that 
communal electorates .should In* abolished. Their proposal 
is that in provinces other than Bengal seats should be 
reserved in joint electorates either on a population basis or 
on their voting strength, whichever may be more favourable to 
them, and that they should be permitted to contest other seats 
in general constituencies beyond the number actually reserved 
for them, d’he Committee proposed that in the Punjab the 
Hindu and 8ikh minorities should be given the privilege 
which they recommended for Muslim minorities elsewhere. 
But for Bengal they suggested that there should be iio 
Beparate electorates an® no reservation of seats, and that the 
two communities should vote together in a joint electorate. 
These majority recommendations of the Committee were ex¬ 
tremely distasteful to two out of the three Muslim members 
of the Committee, and drew from them a vigorous minute 
of dissent 
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Lastly, we take this opportunity to refer to the solution 
put forward in the Nehru report, whose authors took tiie 
line, first, that separate electorates must be completely dis¬ 
carded as a condition precedent to any rational system of 
repjt’esentaiion ; second, that the reservation of seats for 
majority communities is indefensible ; and, third, that for 
Muslim minorities there should be reservation of seats, w^en 
dmanded, in strict proportion to their population, with the 
right to contest additional seats for a Med period of ten 
years. This solution was no more successful than other 
expedients which have been i^roposed ; and its failure to 
attract Muslim support was one of the reasons why the Nehni 
report was subsequently disowned by its own x>romoter5. 

ISince the publication of the report of the Btatntoiy Com¬ 
mission Jjltle progress has been made by way of negotiation 
between *tbe two communities. AVe recognize the need for 
an agreed solution, and would be reluctant in this despatch, 
to write anything tliat might hamper agreement between the 
representatives of the two great communities themselves. At 
the same time we cannot disguise from ourselves that the 
• prosjiects of agreement seem remote. When the last reforms 
were introduced, the Lucknow pact held the field, and 
throughout the proceedings of the Joint Select Committee 
was given binding force. That pact is no longer acceptable 
to either party ; and if the decision of the problem be left to 
Parliament, unaided by agreemoiit between the parties, no 
easy solution can he found on the lines of a maintenance of 
the status quo. The change effected by the withdrawal o^the 
official bloc is also important, and brings the conffiBBinal ques¬ 
tion into greater prominence, for ^dth the disappearan^ of 
the neutral element communities are driven to rely exclusively 
on their own representation. Their relative strength, there¬ 
fore, becomes a matter of still closer interest. 

We do not propose to traverse the arguments, theoretical 
and practical, against communal electorates. Wo are fully 
coiisdous that separate communal re|)resentation assumes a 
special significance as the responsibility of the executive to 
the legislature grows more complete. At the same time in 
agreement ^\^th the Statutory Commission and with every 
provincial Government, we are constrained to the opinion 
that the privilege which they now possess cannot and should 
not be taken away from the Muslim community against their 
wish. In provinces other than Bengal and the Punjab, every 
provincial Government agrees that Muslims^ should retain 
their exisHng weightage if they desire it, and with this expres¬ 
sion of opinion we agree. With regard to Ben^l, the 
local Government state that there is irreconcilable dis- 
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afrrecmoiit between tbeir Hindu and Muslim members. Tbo 
EurojKiau members of tlie Government have come ixi the con¬ 
clusion that representation on the basis of population is the 
fairest method of distributing the seats in the general consti¬ 
tuencies ; tind that any weightage that is to be given t^ the 
iion-MuhammadaiiS in respect of (heir wealth, education or 
position should be allowed for in the special constituencies. 
In the Punjab the position is singularly complicated owing to 
ilie rival claims of the three communities ; the Muslims, the 
Hindus, and ilio Sikhs. The ofSeial members of the Punjab 
have worked out n carefully balanced scheme for the com¬ 
position of tiiG ]H‘w provincial council, which gives the 
Muslims a majority of two over Hindus and Sikhs combined, 
and a proportion of 49 per cent, of the house as a whole. The 
scheme satisfies neither the Muslim nor the Hindu nor the 
Sikh members of the Government, but in our view merits con¬ 
sideration, subject to remarks which we shall presently make. 

On the mo]-e general aspects of this baffling problem, 
we consider that it may be a legitimate grievance to deprive 
Muslims in the Punjab and Pengal of repi(‘soutatioii in the 
councils in pro])ortion to their population merely because 
of the weiglitage allowed to ^Muslim minorities olsowliere. 
At tlie same time v/e appreciate the o])J<‘ctioiis to eomnmnal 
majorities in the legislature guaranteed on a po))ulation basis 
at the A\i.sli of a majority community through commuind con¬ 
stituencies. Various suggestions ha^ e been put foi'ward for 
meeting these objections. Assuming legislatures returned 
from general plus special constituencies, it has been suggested 
th|jl in Bengal and the Punjab the general communal cousti- 
tuenoies should he so distributed a^^ to give no eommuuily by 
that moans alone a, clear majority in the legislatiii o as a wiK>le. 
The majo]-ity cfimmiuiity could lay given communal eonsti- 
laoncies on the population basis. j)rovidGd they did n.it con¬ 
stitute a majority in the legislature, to obtain which it would 
have to succeed in returning members in elections to some, at 
least, of the special non-communal constituencies. Another 
suggestion is that put forward by the official members of me 
Government of the Punjab to which we have already referred, 
where the Muslims though having a majority of two over 
Hindus and Sikhs combined would not command a majority 
in the house, the balance consisting of two seats allotted to 
Europeans and one ^each to Indian Christians and Labour. 
A third suggestion is that communal discriminations though 
applied to electors should not extend to candidates. Thus a 
HhidT^j would be eligible under the electoral rules to represent 
a Muslim constituency and vice versa. 

The existing differences between the voting slroa^h 
and the numerical strength of the varions commui^fies lia 
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at the of the present difficulties. When with the .exten¬ 
sion of the franchise these differej.coi disappear and the 
voting strength more correctly relieets the population, the 
justification for communal olcctoiMtes for majority com¬ 
munities would cease. The perplexity which now presents it¬ 
self of deciding between the apparently irreconcilable claims 
of rival communities would have passed away. In this view 
the adjustments now to be made may be regarded as serving 
what we hope is merely a temjjorary purpose. Wo agree, 
as already stated, that ilu* pviviiegc of comuiunal electorates 
where they now exist should not be taken away without the 
consent of the community concerned, and that" such consent 
should require the votes of two-thirds of the members in the 
legislature of the community concerned. But we attach 
importance to providing machinery in the Act for the dis-" 
ap])earanc(» of such electorates and for their future replace¬ 
ment by noi*mal systems of represciitatipn more suited to 
responsible self-government on democratic lines. 

31. The representation of the Sikhs.—We have referred 
briefly in the preceding paragraph to the bearing of Sikh 
representation on the adjustment of communal proportions 
in tlio Punjab legi.^^lative oonneii between the Hindus and 
the Muslims. The pro})loni arises only in the Punjab. In 
no other jn’ovince are the Sikhs given separate repre.senla- 
tion. Their communal electorates in the Punjab date from 
the last reforms. The authors of the Joint Report, whose 
condemnation of comniuiia] electorates is well known, made 
an exception in the case of the Sikhs on the ground that iiv 
the Punjab they are a distinct and important people, ^vlio 
supply a gallant and valuable element to the Indian armN, 
but who are eveiywhere in a minority and for that reasiin 
go virtually unrepresentod. They accordingly proposed to 
extend to the Sikhs, and to the Sikhs alone, tlie system 
already adopted in the case of the Muslims. The Sikh'claim 
was specially considered by the Franchise Committee of 
1918-T9 and they were given 12 oi't of 94 seats in the Punjab 
legislative council. They have consistently expressed dis¬ 
satisfaction with this jiroportioii, and Sikh leaders have 
adhered to a claim that they should have not less than 30 per 
^cent. of the total seats. The present position, as wo 
understand it, is that the Sikhs are prepared to accept joint 
electorates provided that the Muslims agree, but that if 
.communal electorates are retained in any province they 
should be assured in the Punjab of representation on the 
basis at least of their voting strength. As the voting strength 
of the Sikhs on the present property qualification is consider- 
ahlyin excess of their proportion of the population, this claim 
coMld be gcoepted only at the expense of the Muslims or the 
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Hindus. The proportion given in the scheme prepared by tho 
official members of the Government of the Punjab, though 
higher than the population basis, is less than the voting 
strength of the Sikh community. Inliis minute of dissent the 
Sikh Minister of the Punjab has expressed a warning that the 
arrangement proposed by the official members is not accept¬ 
able to two powerful communities, and that they are not 
prepared to surrender on the point. Put in its crudest form, 
the claim made by the Sikhs is that the British conquered 
the Punjab, not from the Muslims, but from themselves j 
and that if responsible self-government is now introduced, 
they will not submit to a system which places the Muslims 
in a permanent majority over both Hindus and Sikhs com¬ 
bined. We have given careful consideration to these diffi¬ 
culties, but so far as the Sikhs are concerned are unable to 
propound any better solution than that put forward by the 
official members of the Government Of the Punjab. 

32. The representation of Europeans,-—With the other 
classes of communal representation we can deal more briefly. 
There can be no doubt that for the representation of 
Europeans their existing separate electorates must be maiit' 
tained. We accept the principle that their representation 
should, if possible, be in its present proportion, and in pro¬ 
vinces where they at present rely on nomination they should, 
in our view, if this be found practicable, be returned by their 
own electorates. 

33. The representation of Anglo-Indians.—We agree 
that as regards the number of Anglo-Indian seals the object 
in view is to secure to the community an adequate oppor¬ 
tunity of making its views known in the legislature through 
suitable representatives ; and that no question arises of 
trjdng to allocate seats on the basis of such factors as popu¬ 
lation and political influence. The community is faced with 
very special problems of its own. Its main interests may be 
summed up as entry to the services and educational facilities. 
So far as concerns the foimer the field of employment which 
is of ])arlicular interest to the Anglo-Indians is to be found 
under the central Government, especially in the Bailways and 
the Telegraph department, and in a later passage we refer 
speoifioally to the possibility of giving such protection as may 
be practicable to their position on the railways. But their 
educational problems fall within the provindial sphere, and 
we regard it as important that they should be enabled, parti¬ 
cularly from this point of view, to niake known their neads 
and their case. Subject to further investigation by th© 
Franchise Committee, we ate disposed to accept the sa^ges-, 
tiona of the Commission for increasing the total ntunbOr of 
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aeats allotted to Anglo-Indians, and to think that wherever 
possible tJieir representation should for the present be by 
separate electorates. 

34. The representation of Indian Christians. —The Com¬ 
mission state themselves to have been impressed by the 
fact that a representative deputation of Indian Christians 
which met them in Delhi evinced their readiness to be merged 
in general electorates, and for that reason they have recorded 
a decided preference for the reservation of sedts in the 
case of In^an Christians in place of separate electorates. 
The present position is that Indian Christians have separate 
electorates in the Madras Presidency where the community 
is particularly strong and returns five members ; everywhere 
else any representation they have is by nomination. From 
representations made to us since the publication of the Com¬ 
mission’s •report, we understand that the Indian Christians 
of Madras are far from willing to surrender their separate 
electorates, and we endorse the view of the Government of 
Madras that the community in that province should not be 
deprived of its privilege without its consent. Provincial 
replies indicate that in some provinces reservation of scats 
ftiay present cxmsiderable difficulties, and that where separate 
electorates cannot be formed, the Indian Christian community 
may still need to rely for its representation on nomination 
by the Governor. 

35. The representation of the depressed classes.—The 

suggestions made by the Commission for the representation 
of the depressed classes have been much criticized by the 
provincial Governments. The difficulty of framing for each 
province a definition of the “ depressed classes ” is probably 
inherent in any scheme for the special representation of 
this class other than by nomination ; but the Commission’s 
proposals place a peculiarly embarrassing duty on the 
Governor to certify candidates authorized to stand for the 
depressed classes ; and the proportion of representation 
which the (h-mmission suggest, namely, in the ratio of three 
quarters of the proportion of tl e depressed classes popula¬ 
tion to the total population of the electoral area of the 
provinces, seems likely to he unduly high. The Government 
of the United Provinces have calculated that in that province 
the Commission’s proposal would result in the return to 
the provincial legislature of no less than forty members in 
place of the single nominated member who at present 
represents the community. The whole problem of the re¬ 
presentation of the depressed classes will require care¬ 
ful investigation by the Franchise Committee; and at this 
stage we only wish to make plain that in onr view their 
adequate representation shonld be secured by the best means 
that may be fotmd practicable. Thou^ ^ere are some 
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differences of opinion within the community, recent meetings 
of depressed classes associations have re-affirmed their belief 
in separate electorates. 

3G.* The representation of non-Brahmins in Madras.— 

We agree that the reservation of seats for non-Brahmins in 
Madras is no longer necessary. 

37. The representatmn of Mahrattas in Bombay. —The 

recommejuljttion of the Oonnnission is that the time has not 
yet come lor the aholition of reserved seats for Mahrattas ; 
bnt that it may bo possible to abandon reservation in some of 
the coiistiiuencies in which seats have hitherto been set aside 
for the Maliiatta eommnnity. The local Government have 
expressed no ojhnion, and, pending 1‘urtlier examination by 
the Franchise (Jommittec, we retain an open mind. 

Special representation. 

38. The universities.— We come now to special, as 
distinct from communal, representation. The Indian 
nniversity seats date from the time of Lord Dufferin ; when 
they were instituted in the anxiety to make use of any 
cori)orato body of opinion that then existed. When tiio- 
present refoiins were introduced Lord Chelmsford’s Govern¬ 
ment found some difficulty in reconciling themselv-es 1- 
tlieir retention. The Statutory Commission, tliough with 
considerable hesitation, recommend that they sliould bo 
preservoil, but the number of seats slionld not be increased. 
Ail provincial Governments, except the Government of Bihar 
and Orissa, agree in retaining university j-epresentatiou, 
and the same view is taken by the Indian Central Committee. 
In face of this evidence we are jjrepared to accept the con- 
timiaiK-'o of .special university reyiresontation, bnt we take 
the opportunity to express agreement witli the suggestion 
of the Indian Central Committee, which is supported also 
by the Governments of Madras and of Bengal, that in order 
to secure a more adequate representation of learning and 
the return of representatives iiossessing special academic 
qualifications, the franchise in these special constituencies 
should not extend to graduates generally, but should bo 
confiiucl to members of the Senate or the governing body. 
We would observe that this change would not disfranchise 
the general body of graduates, who may be expected tc 
retain their ^'ote8 in general constifucncies, even in the 
absence of the new literary franchise qualification which the 
(V>nmiis.‘<ion have proposed. 

39. The great landholders. —The Commission deal at 
some length with the special representation of the great 
landholders, and come to the conclusion that since persons 
possessing the special franchise qualifications prescribed for 



laiidliolders ’ constituencies liayc -been returned in consider¬ 
able numbers for general constituencies, their special repre¬ 
sentation is no longer required and should be abolished. 
The recommendation of the Statutory Commission conflicts 
with the view, expressed by the Indian Central Committee 
that this class of special representation should be retained. 
Every pro'/incial (Government, except the Government of 
Assam where there is no special representation of land¬ 
holders, agrees with the Indian Central Committee, and con¬ 
siders that the special representation of the great landholders 
is still needed, in view both of the position of that class in the 
country aiul of the steadying effect which it is likely to have 
in tlie new legislatures. The suggested abolition of their 
special representation lias been received with feelings of 
resentment r.nd dismay by the great landholders themselves, 
and one of tlie first steps which they took on learning of the 
proposal was to form a representative delegation to present 
to His Exctllency the V'iceroy an address, cimtaining a 
weighty pi-otost against the withdrawal of their present 
privilege. Partienlar objection has been taken by tlie land- 
lo]g:ls themselves to the suggestion made by the Commission 
that, in the exeiit of their IValina' t(» secure representation 
equivalent ti' the ])reseTit lunnber of their special constitu¬ 
encies, their lepresentation should be obtained Ijy nomination. 

We have ourselves no hesitation in holding that this 
form of special representation should contimio. Both the 
arguments and the statistics used by the Coumiission might 
to our mind have been iisc<l with equal efTect to destroy the 
special representation either of commerce or of the univer¬ 
sities, both of which the f^)mmissioii retain. We have no 
reason to tliink that there v.as any intention on the part 
either of the authors of the Joint Keport or of the franchise 
Committee, (»ver which Lord Southborough })resided, to 
restrict llie landholders to representation by their special 
constituencies. On the cimtrary, there were at the time 
frequent expressions of the view tliat their entry into political 
life should be encouraged. The success in general con¬ 
stituencies of persons possessing the special landlord quali¬ 
fication cau rightly be regarded as a healthy sign of a 
gieatcr readiness on the part of a conservative class to 
recognize their obligations and take np political responsibi¬ 
lities under «n increasingly popular ^system of Govern¬ 
ment. But prejudices still survive, and unless special 
constituencies are retained, many leaders of this important 
class may still be unwilling to expose themselves to the 
hazards of election by general constituencies ; and those 
landholders who are elected by general constituencies may 
prove to be unrepresentative of the landholding interesL 



Suc-li questiciiis as tenancy,and land rerciiue measures may 
be expected to occupy more i)n)minently the attention < of the 
provincial legislatures in the near future, and in the con¬ 
troversies likely to ensue the landlords can reasonably claim 
that they should not be deprived of their special representa¬ 
tion, at a time wlien the extension of the francliise may well 
increase the diflSculty of their securing representation on a 
general register. 

We do not commit ourselves to the acceptance of any 
principle that in the new legislatures the special representa¬ 
tion of the great landholders should be proportionate to 
their present scale. One difficulty in accepting a principle 
of that kind is that the electorates for these special con¬ 
stituencies are necessarily small, and cannot be widened by a 
lowering of the qualification without destroying the value 
of the representation gi\'en. The general view of the 
provincial Goveininents is that there should be some in¬ 
crease in the number of landlord seats. The Govern¬ 
ment of Bombay and the Government of the Punjab each 
suggest one additional seat to the present re|)resentation 
of landholders in those provinces. In Bengal the extent 
of the representation of landholders in the lower house 
may depend upon the establislunent of a second chamber, 
and similar considerations may govern the special re¬ 
presentation of landholder.^ in the United Provinces 
and in Bihar and Orissa. The precise extent of their 
representation is therefoi'e clearly a matter for inve.stiga- 
tion by the hh’anehise CoraniitlHe. But on the broad issue 
whether or not there should be special constituencies for 
the representation of the great laTidht)lders, we have no 
hesitation in accepting the view of the Indian Central Com¬ 
mittee and of the provincial Governments that they should be 
retained, both in tne central and in the provincial legislatures. 

40. Commerce and industry.— We endorse the proposal 
of the Statutory Commission that the special representation 
of commerce and industry should be preserved. We see 
no reason to differ from the detailed recommendations which 
some provincial Governments have made in this matter. 

41. Labour. —The special representation of labour is 
ail exceedingly difficult problem, when the present reforms 
were introduced, schemes were drawn lip by the Govern¬ 
ments of Bombay and Bengal in response to a recommenda¬ 
tion of the Joint Select Committee of Parliament to form 
special constituencies for wage-earners in the cities of 
Bombay and Calcutta. On further consideration the Joint 
Select Committee of Parliament decided that it would be 
impolitic to persist in an experiment which those best quali¬ 
fied to judge regarded with considerable misgivings, and in 
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consequence the representation of labour was left to nomina¬ 
tion by the Governor, six seats being set aside for that pur- 

g ose, and distributed between the provinces of Bombay, 
engal, Bihar and Orissa and Assam. 

The problem was next considered in 1924 by the 
Keforms Enquiry Committee which recommended that the 
representation of factory labourers in the provincial councils 
should be increased, and that the local Governments 
should bo asked to formulate proposals. The Com¬ 
mittee expressed the opinion that, if possible, representation 
sliould be by election. On examination it was not found 
possible to introduce an elective system in any province, 
and the action ultimately taken on the Committee’s recom¬ 
mendation was merely to add four nominated seats, two in 
Bomba}'-, one* in the Punjab and one in the Central Provinces, 
giving a total of ten seats in the nine provinces including 
Burma. It was recognized at the time that criticism 
might he directed to the fact that the only response 
to the recommendation of the (Jommittee was to increase 
from six to ten the number of seats definitely assigned to 
the* represeniation of labour in a country which claims a 
prominent place in the industrial countries of the world and 
whose legislatures are avowedly designed to give separate 
representation to separate classes of interests. It was felt 
however that in spite of the actual and potenlial importance 
of India as an industrial factor in the world’s economy, 
her workers were not th(*n sufficiently organized or sufficiently 
<!iffcre]itiated in aim or outlook from the general population 
to vvai'rant the creation of artificial means wliercby they 
might he jirovided with representatives in the legislatures. 
'I’ho conclusion therefore in 1926, as in 1920, was that all that 
was necessary or possible was to enable the point of view 
of the still immature workers’ organizations to he effectively 
voiced by competent exponents -who had made it their special 
study. 

The Indian Central Committee have recognized that un¬ 
organized labour must remain unrepresented until the 
franchise has been lowered to a sufficient degree to enable 
them to win representation in the general •constituencies ; 
but, holding the view that India is on the threshold of a 
gi’eat industrial development, they regard it as of the highest 
importance that means should bo provided by which organized 
labour may be enabled to make its wants known in the legis¬ 
latures through representatives of its own. The Committee 
accordingly “proposed to sot apart eighteen seats for the re¬ 
presentation of organized labour in the eight provinces and 
recommended that in Bombay four seats should be reserved 
for labour in four general constituencies, and that in the 

d2 



other provinces representation should be by separate elec¬ 
torates. 

The Statutory Commission proceed with greater caution 
and, Major Attlee dissenting, suggest that, pending further 
investigation by the Royal Commissioii on Labour in Indian 
in every province the Governor should have the duty of 
drawing up rules for securing labour representation by the 
means which in existing circumstances are the best avail¬ 
able. If the Governor finds that for the present ho must 
still resort to nomination, he should consider whether there 
are suitable labour organizations which he might consult 
before making his choice. 

We accept the principle that the special representation 
of labour should remain, at least until such time as mth the 
extension of the franchise the great majority of their numbers 
qualify for a vote in tlie ordinary constituencies.'" We would 
prefer ihat their representation should where possible be 
by election ; but are bound to admit that the possibilities of 
this still seem remote. Three provincial Governments, 
namely, those of the United l^oviiicos, the Punjab and 
Assam, make it clear that they see no present alternative,to 
nomination. AYe are ourselves reluctant to throw the whole 
burden of decision on tlie Governor in person and would 
recommend that the problem should be further examined by 
the Franchise (k)mnuttee, before decisions are taken either 
as to the mode or the extent of labour representation on the 
new councils. 

* Provincial executives. 

42. Unitary Cabinets.—We accept the recommendations 
of the St.atutory Comim'ssion that the provincial Cabinet 
should be unitary with every member accepting respoiisihility 
for the whole policy of the provincial Government. We agree 
that provision should be made that the only vote of censure 
which could be proposed would be one against the ministry as a 
wh(»le carried after due, notice. We also endorse the .sugges¬ 
tion that the existing scale of .salaries should be alterable only 
by i\ pi'ovincial statute. 

43. Official ministers.—^More difficult questions arise out 
of the suggestioii that when forming his Cabinet the Governor 
acting -under the superintendence and control of the Govemor 
General, should decide whether or not to include in it one or 
more non-elected^ persons. The Commission propose that 
such persons, if included within the Cabinet, should become 
ex-officio members of the legislature and they have indicate* 
tliat they would, so they conceive, ordinarily bc-experioii^d 
officials. 

There is some variety of view in th^ reports of the 
prov incial Governments on this proposal. The Govemmehf 
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of Madras would provide that no person other than an 
elected member of the legislature should be appointed to 
the ministry except on the recommendation or with the con¬ 
sent of the chief minister. The Government of Bombay 
would exclude ministers appointed from outside the couficil 
on the ground that their inclusion would be contrary to the 
principle of responsible government. There are differences 
of opinion among the members of the Government of Bengal; 
some favour a statutory rule requiring the presence of an 
official in tlie ministry ; others prefer to leave it to the 
discretion of the Governor ; and others again are opposed 
to any official element in the Cabinet. On the other hand 
all members of the Government of Bengal are agreed that, 
save an official, no person who is not already a member of 
the legislature should be eligible for inclusion in the ministry. 
Borne go further, and would make nominated members in¬ 
eligible. The Government of the United Provinces have 
made an exceedingly interesting examination of the implica¬ 
tions and xjossible, consequences of an official minister in the 
Cabinet. His Excellency the Governor and the service 
niem])er of his council favour iucluaioii, but tin-, other 
menibei'.s of tin* Govoniinent consider that a principal secre¬ 
tary would be more in keeping Avith the general scheme of 
the new constitution. All members of the Government of 
the Punjab, official and non-official with the exception of one 
minislci', would specifically exclude any official minister. 
In the course of their comments the official members of the 
GoverunKMij state that tliis is a feature of the proposed 
consritiitiou Avhich has l.’eeii specially singled out for attack, 
and that it has ])eon and will be used as an argument to prove 
that the i•o^^ponsibility of tlie Cabinet is intended to be mireal. 
In order that no ground sliould be left for this allegation, the 
official members of the Government of the Punjab are pre¬ 
pared to abandon any official element in the future Cabinets, 
provided that other provision be made to secure to the Gov¬ 
ernor tlie advice Avhich he will need. A very similar line of 
reasoning is found in tlie letter of the Government of Assam, 
wlio slate thal the mere retenticn in the hands of the Gov¬ 
ernor of the power to appoint an official is likely to be misun¬ 
derstood and to engender suspicions detrimental to the accept¬ 
ance jiiKl work lug of the new constitution. The Govermneut 
of Bihai’ and Orissa hold that owing to difficulties in its 
operation the appointment of an official minister will bo the 
exception rather than the rule, and that this device for mak¬ 
ing official experience available for the ministry and for the 
Governor will not ordinarily be effective. They Avould, how¬ 
ever, afc«pt the provision in the discretionary form suggested 
by the Commission to meet exceptional circumstances,. for 
instance, Iho temporary appointment of an official to avoid aii> 
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interregiiiini. The preponderance of opinion in the Govern¬ 
ment of the Central Provinces is that all members of the Cabi¬ 
net should be chosen from the legislature. 

The suggestion that the appointment to the Cabinet of 
one or more ofiicials should be discretionary with the 
Governor has certainly been distasteful to Indian opinion, 
and we are impressed by the general consensus of opinion 
in the replies of the provincial Governments that an official 
minister Avould be difficult to maintain in office against the 
wishes of his colleagues and would be ineffective. We have 
no hesitation in holding that there should be no statutory 
requirement for the inclusion of an official in the provincial 
Cabinets, or in the Cabinet of any particular Governor’s pro¬ 
vince. We would be rcluctantj however, to depart from the 
recommendation of the Commission' that there should be a 
discretionaly power with the Governor to make such appoint¬ 
ment should cii'cumstances so require. We can conceive a 
situation arising in more than one province in Avffiich 
mini.slerH may welcome an official colleague possessing wide 
administrative experience, and in times of communal tension 
ministers may themselves Avish to place a particular p(*rtfolio 
in the charge of an official, Avhose impirtiality would !)(» above 
suspicion. In Bengal there is the risk, to Avhicli the local Goa”- 
ernmont refer, that it may be difficult to find non-officials 
willing to take on themselves the responsibilities for haw and 
order in the jrroviTice. We have no doubt that, before 
appointing an official, the GoA'ornor would first baA’-e informed 
himself fully of the probable attitude of the other members of 
the Cabinet, and on the whole Ave think it likely that an official 
membei would seldom be appointed, and that, if appointed, 
his appointment Avonld rest on general consent. But for the 
reasons Avhieli avo have given Ave agree Avith the Commission 
that the OoA'ernor should be free to exercise discretion in the 
matter. A suspicion exists that the appointment of officials 
may be used to restrict the scope of responsible self g(>\ erri- 
ment, but avo have endeavoured to explain that, in oar vioAV 
of the use Avhich the Governor Avill make of his discretionary 
poAver, such suspicion is unfounded. If, however, it A\'as 
thought desirable, Ave Avould agree to a suitable provision on 
the point being inserted in the Instrument of Instructions to 
Governors, 

One of our colleagues, however, finds himself unable to 
accept the position which Ave haA'e adopted on this matter, 
and considers that the Governor should possess no power to 
appoint official, ministers, whose presence in the Cabinet our 
coUeague finds himself unable to reconcile with the principle 
Of joint responsibility. 



39 


44. Non-el^ted non-officials.—^With regard to the inolu- 

sioD in the Cabinet of non-official non-elected persons, we con¬ 
sider that objections can be met by provision on the lines of 
sub-section (2) of section 52 of the.present Government of 
India Act that, save an official, no minister shall hold office 
for a longer period than six months, unless he is or becomes 
an elected member of the legislature. 

45. Communal representation in the Cabinet.— Minority 

communities attach great importance to securing representa¬ 
tion in the Cabinet, and disappointment has been expressed 
at the conclusion* reached by the Commission that it is 
impossible to have any rigid and formal provision in. the 
matter. The claim that Muslims should be guaranteed 
Cabinet representation was put forward as one of the de¬ 
mands of that community in the resolution of the all-India 
Muslim Conference Avhich met at* Delhi, on the 1st January 
1929, and the counterpart to the j\fuslim demand is found in 
claims put forward, for instance, on behalf of Hindus and 
Sikhs in the Punjab. The T)roblem is discussed at some 
length in the letter of the G()vernment of the Fnited Pro- 
vinpres, and interestir.u' references to the attitude of the Sikhs 
and of the Hiiubis in the Pnnjc.h will be found in the minutes 
of the Hindu and Sikh Ministers respectively of that province. 

We agree that for the reasons which the Commission 
have given it will be difficult to make statutory provision 
guaranteeing representation in the Cabinets to minority com¬ 
munities. The view which we take is that in practice the de¬ 
sire for peaceful administration will in the natural course of 
events lead the majority to enlist representation from other 
communities in the formation of the Cabinet, and further in¬ 
ducement in the same direction will he derived from the par¬ 
liamentary value of minority gi’oups. Wo believe, therefore, 
that where the minority is influential and commands support 
in the legislature, it will he able with some confidence to count 
upon Cabinet representation ; whe re the minority is small, 
the prospect of its representation must necessarily bo more 
doubtful. We do not fail to recognize the strength of minor¬ 
ity apprehensions regarding the composition of the new execu¬ 
tives and for that reason we are prepared, if no other 
means of meeting these apprehensions can be suggested, to 
give a general support to the suggestion put forward 1)y the 
Government of the United Provinces that the Instrument of 
Instructions to the Governor .should include an obligation to 
attempt to secure representation of a minority community 
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in the Cabinet, where such minority is in his opinion of suffi¬ 
cient im]'>ortaiice to warrant it. 

4<;. The chief minister.— It follows that we do not con¬ 
template leaving the selection of ministers to a chief numster. 
The formation of the Cabinet must be recognized to be a 
responsibility imposed by the constitution on the Governor. 
The position has to our mind been correctly stated by the Sta¬ 
tutory Commission. We share with the Commissio)! the 
expectation that there will ordinarily be a chief minister 
whom the Governor w^ould consult before appointing other 
ministers. But the minority problem makes it essential that 
there should be no constitutional re(iuircment for the appoint¬ 
ment of a chief minister in all provinces. The misgivings 
of the minorities would be immensely aggravated if the 
function of the Governor were to be limited to selecting a chief 
minister and leaving to him the choice of his colleagues. 
That method might be found appropriate in some provinces 
where the minority problem is not acute and where }>olitical 
conditions are comparatively advanced, and we have no doubt 
that there, while the constitutional responsibility will continue 
to rest with the Governor, the X)recise relationship between 
the Governor and the chief minister in the formation of 1;h8 
Cabinet w'ould rapidly come to be governed by conventions 
locally established. In other provinces where conditions may 
he less favourable, public feeling may require that the selection 
of each member of the Cabinet patently rests with the Gover¬ 
nor alone, though exercised, as it must inevitably be, after he 
has first infoimod himself of the state of political opinion and 
the relative posilioti of the various parties in the legislature. 
Ill such provinces we anticipate that Cabinets may for some 
years to come require to be formed definitely on coalition 
lines. 

47. The Cabinet secretary, —The improbability on which 
we have remarked that reliance can be placed on the presence 
in the provincial executives of official ministers has directed 
increased attention on the part of the provincial Governments 
to the suggestion made by the Commission* that there should 
T'C established a post of secretary to the Cabinet held by a 
civil servant who would not only be responsible for keeping 
the ^’ccerd, but wmuld have direct access to the Governor. 
The c.ffieial members of the Government of the Punjab havo 
taken up thi.s suggestion, and give it prominence as a condi¬ 
tion of their assent to the abandonment of official ministers. 
They contemplate a princijial secretary who would also be 
the Cabinet secretary, hut with enlarged functions and in close 
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toueh with the Governor, the ministers and all depart¬ 
ments of the secretariat. Similar support is given to the 
proposal by those members of the Government of the United 
Provinces who do not favour an ofiScial minister. On the 
other hand, the Government of Madras, while they 
support. tJje appointment of a Cabinet secretary, place 
him definitely under the control of the chief minister and 
allow him no access to the Governor without the knowledge 
of the ministry. In other provinces recognition of the need 
for supplying the Governor with competent official ad^’ice has 
produced suggestions whicli, while they coincide in their in¬ 
tention, differ in their form. The Government of Assam ad¬ 
vocate the appointment of a financial adviser of high stand¬ 
ing, who would be the head of the Civil Servict* and outside 
Cabinet. The view personally expressed by liis*35xcellency 
the Governor of Assam is that ho regards the presence of a 
financial adviser as a necessary condition for the establish¬ 
ment a rully responsible Cabinet, and that it is only «)n the 
understanding that such an appointment would bo guaranteed 
that he is r.i)]c himself to recommend for Assam the appoint¬ 
ment of a ministry entirely drawn from the legislative council 
“The suggestion is put forward not only on the ground tliat it 
Avill be ii(‘*s*ssc»ry it, supply expert advice on fiuaneial and 
revenue joatteis to individual members of the Cabinet or the 
Cabinet a.s a wljole, but to ensure that the Go>'fcrnor shall be 
able to rely on administrative experience of a high order in 
the even I of a breakdown, and fo secure the efficient working 
of the >)erinanent civil service. The views of the Govern- 
mojjl of the Central Provinces tend somewhat in the same 
directi(m. They hold that the need for expert ad^'lce to the 
initjistiy and the advantage of having an official of standing 
ill close loncli with the Governor and his ministers are patent. 
They suggest that the best plan for securing this advantage 
will be to arrange for a financial or revenue adviser or 
Commissioner, who might attend Cabinet discussions when 
his ijresencc was desired by the Governor nr the ministers, 
and they believe that such a olaii would be preferable to 
that of ;i -Cabinet secretary standing in some special relation 
to ihe^ Governor. The Govoriiment of Bengal support the 
Commission’s proposals for the appointment of a Cabinet 
secretary, but recognize that the Governor may still be left 
in ignorance of important facts affecting the administration. 
They suggest that the Goveraor should have an expert ad¬ 
viser on his personal staff. The need for supplying the Gov¬ 
ernor with special official assistance in the discharge of the 
onerous responsibilities which will pass to him under the new 
system is nowhere more strongly expressed than in the letter 
•f the Government of Bihar and Orissa. The duties likely io 
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fall to the expert adviser are discussed, and His Excellency 
the Governor presses for an appointment of that Mnd, to 
ensuj’e that the Governor is in a position to carry out his 
duties. 

Through these comments there runs a double line of 
thought. The first takes the point that the Cabinet itself will’ 
require assistance not only for the maintenance of its re¬ 
cord, but also that the members may have the benefit of past 
experience of Cabinet administration secured by a continuing 
post. The second line of thought relates to what v/o regard 
as a distinct problem, namely, the necessity of giving the 
Governor the assistance of expeiieiiced advice, more parti¬ 
cularly for the due exercise of his overriding powers. 

Of these two requirements the first could, in our view, 
be met on the lines suggested by the Commission for ihe 
appointment of a Cabinet secretary. Such an officer would, 
as the Commission propose,* “ have direct access to the 
crnor, so that, whether His lilxcellency was present at a givim 
meeting or not, he would be kept impartially and fully in- 
foimed of the course of business He would, as in England,c 
bo tlie. servant of the Cabinet ; his function would l)o to assist 
the Cabinet in the discharge of its duties and, though it 
would of course be open to him to approach the Governor 
on ai;> matter, he would not do so without the cognizance of 
ministers, 

48. Official advisers to the Governor.—We recognize the 
need which Governors will feel for experienced advice in the 
exercise of their overriding powers. There may bo special 
circumstances in some provinces requiring special treatment, 
but, as a general practice, we contemplate, and to this 
we attach importance, that the various secretaries to Gov- 
Bmment will continue to have access to the Governor, 
We anticipate that ministers will themselves approve this 
continuance of the present practice hut Avill expect, and in our 
opinion reasonably, that they should be kept infonned of any 
communications made to the Governor by their secretaries. 
Wo are indeed doubtful whether it is possible in this matter 
of supplying the Governor with experienced advice to make 
precise or specific provision. The Governor must be free to 
obtain addcfe from any source that he may select, and much 
will, of course, depend on the Governor's own perjKmaUty. 
We would assume that the local practice wliich may vary 
from province to province would grow and develop in such 
dii’ection as local circumstances may render appropriate. 
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49. The overriding powers of Jhe Governor.— It is 

generally recognized tlmt for the reasons given by the Com¬ 
mission* it would be neither practi cable nor desirable at once 
to create the position that tne CWenior should be bound 
on all subjects by the advice of his ministers. The need for, 
overriding powers is admitted by all who appreciate the 
ultimate responsibilties, which Parliament must still retain 
for the administration of Government in the provinces, and 
not the least of relevant considerations is the reliance which 
the minority communities will repose in the Governor for 
their protection. 


Under the ijresent constitution the powers of the Gov¬ 
ernor to override his ministers are theoretically unrestricted. 
With the exception of the Governments of Bombay and of the 
Central Pnovinces all the provincial Governments accept the 
views expressed by the Commission, first, that in the new pro¬ 
vincial constitutions the Governor should, on the administra¬ 
tive side, bo given statutory ]>ower to direct that action should 
be taken otherwise than in accordanc(‘ with the advice of his 
ministry only for certain specified purposes ; and, second, that 
in all such matters the Govei’iior should be subject to the 
superintendence, direction and control of the Governor 
General. Similarly it is agreed that the purposes for which 
the Governor is given overriding ])()wers should he statutorily 
expressed. 

The view taken by the Government of Bombay is that, 
while the Governor appears to he the only authority to whom 
overriding powers can be entrusted, his responsibilities are 
so great that witli him must rcmiain all powers not expressly 
transferred to the ministry and to the legislature and that it, 
might be preferable not to embody these powers in the rigid 
language of the statute. On the other hand, the argument 
developed by the Government of the Central Provinces ques¬ 
tions the nse of overriding pow<‘rs over the normal adminis¬ 
tration of a ministry, and suggests that they should be left 
vague so as to cover only the oblistations imposed on the Gov¬ 
ernor by his Instrument of Tnstrnetions. 

The view which we are disposed to take is that the over¬ 
riding powers of the Governor should be defined in the statute^ 
but that no closer definition should be attempted than is made 
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by the Oommissiow.* If the powers were ^ to 
b4 so })i*ecisoly specified as to be capable of judicial 
iiiterprelalioii, a tendency might arise of subjecting all pro¬ 
ceedings of the* ministry to the test of the overriding powers 
of the no\eruor. Any such tendency would in our view b« 
wholly inconsistent vith the spirit of the new constitution, 
and, if pursued, might well prejudice tlie entire scheme ot the 
reforms. "We are aAvarc that some sections of Indian opi¬ 
nion Avith Avhich one of us is in agreement would 
favour restricting the first of the overriding powers 
mentioned by the Commission to the subject ^ecifically of 
law and order. But those who hold that view appear to us 
to overlook the essential point that the purposes of interven¬ 
tion are not necessarily co-terminous Avith the administration 
of particular subjects. At the same time Ave wish to make 
it clear that we anticipate thart the use by the Governor of 
his overriding powers Avill he infrequent and res,erved for 
exceptional occasions, Avhen no other course seems appro¬ 
priate. 


There is one new category of overriding powers suggested 
by the official members of the Government of the Punjab ou 
which some brief comment i.*? needed. The proposal which 
they make is that the GoA’^ernor should possess special powers 
to secure the financial stability of the province, and they 
explain that they have in vieAv some power to defer too 
hastv action, in the interest of the broader financial issues. 
The particular instances whidi they cite are the re- 
linqnishment of substantial revenue, or the acceptance of 
large schemes involving progressive recurring revenue expen¬ 
diture, which could clearly only he financed eventually by re¬ 
course to extraordinarj" receipts or loans. It seems clear that, 
though in such matters the use by the Governor of over¬ 
riding powers might he due to an anxiety to maintain the 
financial stability of the province, in effect an exceedingly wide 
measure of administrative interference would he involved. 
We are inclined to agree* Avith the Oimmissioii that such a 
power (»f intervention is undesirable, and should prefer to 
rely on the Governor’s persuasion and guidance to prevent 
overhusty action. 


agi c(5 with the suggestion of the Commisshmf that 
the Governor’s power of securing the passage of rejected bilks 
by certification and' his power of restoring rejected grants 
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flliould correspond to the range (d his special powers to 
control executive action. 

50. Fundamental rights.— tt has been represented 
to us that the overriding ])owers of tlie Governor 
for the ijrotectioii of minorities will be ineffective, 
and wo have been sti'ongly pressed to provide sepa¬ 
rately for this uurpose by a recital in the Act of funda¬ 
mental rights.*^ In the time al oiir disposal it has not been 
possible for ns t(j examine the question fully or in jjarticular 
to investigate the difficulties, which arise both as regards the 
"^definition of siicli rights, and the selection of means by which 
they could be made effective. The subjects to be covered by 
these rights are by 7io nuiaiis matter of agrt*ement. Their 
nature would require careful scrutiny. If they are expressed 
in the constitution merely if?? so many general political 
maxims, tliey are unlikely to serve the purpose for which 
they are framed. On the other hand, at first sight there seem 
to us to be objections to making at h'ast some of sucli rights 
justiciable. If administrative decisions of all kinds can 
be taken to the courts, gra\<> disadvantages and em- 
4)aiTassments may ))e expected to ensue. There -may, 
however, be some via media between these two alternatives. 
We refrain therefore at ilii.s stage from pressing our consi¬ 
deration to a final conclusion, Imt we remark that, owing to 
the importance which the minority conmmiiities iu particular 
attach to this matter, it is likely to form the subje<*t of keen 
discussion at the Round Table (Conference. 

51. Emergency provision. —While Parliament remains 
responsible that there are Oov’ernnients in the provliices, and 
that they function, special proA’i.sion is needed in ihe constitu¬ 
tion for a state (»f emergency in the t‘vent of a breakdown of 
the constitution. Tliere has been little criticism of the sugges¬ 
tions made by the (^ominissioiP to vest the Governors with ad¬ 
ministrative powers for that purpose and, subject to fur¬ 
ther examination in detail, we accept their proposals in prin¬ 
ciple. We remark, however, that under the present consti¬ 
tution Governors do not possess powers corresponding with 
those of the Governor (Knieral to make and ])romuigate 
ordinances, and it has betm suggested to us that if powers 
of that description w’d’e now to be given to them, it might 
be proper to make the use of the power, except in sudden 
emergencies, subject to the consent of the Governoi’ General. 
We put forward this suggestion for your consideration. 

52. Backwiurd tracts. —The provision in section 52-A 
of the Go^'ernment of India Act empowering the Governor 
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General in Council to declare any temtory in British India 
to be a backward tract dates from the last reforms, 
it originates in the recommendation made* in the Joint 
Eeport that the typically backward tracts, where the 
people are primitive and there is no material on which 
to found political institutions, should be excluded from the 
jurisdiction of the reformed provincial Governments and ad¬ 
ministered by the head of the province. Much care and con¬ 
sideration were spent both in the selection of areas declared 
backward tracts, and in the arrangements made for their ad¬ 
ministration. Broadly speaking, the result was the creation of •• 
two classes of backward tracts, those wholly aiul ihose 
partially excluded from the jurisdiction of the reformed 
Governments. In the latter there are considerable varia¬ 
tions hi the degree of their exolusion. 

The Commission recognize that there are areas the in¬ 
habitants of which are in a lower state of civilization than 
their neighbours'; and agree that for such areas special 
arrangements are necessary. Their first suggestion is that 
it may be found that in one or two cases an area now notilied 
as a backward tract is so advanced that its special treat ¬ 
ment need not be continued. Action on this suggestion has 
already been taken. There are no backward tracts in 
Bombay, the United Provinces or the Central Provinces. 
The Government of the Punjab state that there is now no 
need for the special treatment of Spiti and Laluiul. The 
Government of Bengal are investigating whether the 
Darjeeling district should continue to be in any degree ex¬ 
cluded from the normal constitutional arrangements of the 
province, and will report the resiills of their einjniries later. 
The Government of Bihar and Orissa state that there ase 
parts of (^hota Nagpur, of the Santal Parganas and perhaps 
of the Sambalpur and Angul district.s, which ne<'d nol be 
retained in a special position-. In Assam, as in Bihar and 
Orissa, the backward tracts are of particular importance. 
While most of the tracts now notified must continue to receive 
special treatment, there is some difference of opinion about 
isolated areas. The opinion in Madras is that the existing 
backward tracts cannot yet be brought entirely uinlcr the 
normal administration. We welcome the re-examinacion of 
the ])oaition which provincial Governments have made and 
arc making at the instance of the Commission, and accept the 
principle of reducing the number and area of the backwarc 
tracts wherever possible. There must, however, still remain 
large territories which all are agreed must for somfi time to 
come remain outside the scope of the reforms. For the future 
administration of these areas the Commission have made 
important proposals. 
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The Oommission appear to have been impressed pri¬ 
marily with the need to i)rovide adequate funds for the 
development of the backward tracts, the most extensive of 
which fall within the poorest provinces, and reach the con¬ 
clusion* that “ only if responsibility for the backward 
tracts is entrusted to the centre, does it appear likely that 
it will be adequately discharged They fortify that con¬ 
clusion by the argument that if unitary ministries replace 
dyarchical executives, the backward tracts should on con¬ 
stitutional grounds be excluded from the area of responsible 
government. It is suggested tliat they should not, like the 
minor administrations, be placed entirely outside the borders 
of the Governors’ provinces, but the central Government 
should us(r the agency of the Governors for their adminis¬ 
tration, ajid by resort to its control of the all-India services 
should onlis.t from the adjacent provinces the sendees 
of officials familiar with local methods; The Commission 
contemplafe that members of the proviiicial, and possibly 
of the subordinate, services should also, when expedions;, 
be obtained from the provinces. The arrangements proposed 
4‘or partially excluded areas contain even greater eomplica- 
tioijs. Partially excluded areas would continue to send re¬ 
presentatives lo the local legislature, and the Governor, as 
the .igont of the cmitral Government, would decide how far 
local legislation should apply to them. The extent to which 
the GoM'viior will act in con.sultation with ministers is to be 
reguiatod by rules made presumably by central authority. 
Thts'c tracts would bi> under the same svstem of taxation for 
pro; incial pnrpfises as the rest of the province, and the pro¬ 
vincial revenues raised within them must bo spent upon thoiu. 
Ally additional funds that wei’o needed would come from 
central rev'enues. 

We see grave difficulties in these proposals, which have 
been criticized by several fijcal Governments. For the 
administration of the Chittagoag Hill Tracts, the Govern¬ 
ment of Bengal prefer to retain the present system with 
such modifications as may be needed. A similar view is 
held by the Government of Madras for the future administra¬ 
tion of the backward tracts situated in that province. It 
is true that the Government of Assam support centraliza¬ 
tion, but in their case the prospect of transferring from the 
province to the centre the cost of administration has prob- 
*ably been a considerable inducement. At the same time the 
Government of Assam entirely withhold their support from 
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the Commission’s scheme of partial exolasiou, The argu¬ 
ments against centralization seem to us to have been well 
set out % the Government of Bihar and Orissa. There is 
little reason to think that the Federal Assembly will be any 
more ready to grant funds than the legislature of the pro¬ 
vince within whose boundaries the particular backward 
tracts are situated. The comment of the local Government 
that the Assembly will have little knowledge of and take no 
interest in these areas is in our belief likely to be .justified. 
We doubt moreover whether the Governor of a province 
could appropiiately be required to act as agent on behalf of 
the central Government. The financial arguments which 
were so prominently in the mind of the Commission seem to 
us less conclusive in view of the proposals which the Commis¬ 
sion have themselves made for placing the new provincial 
Governments in possession of more adequate funds at the 
expense, it may be, of central revenues. We fully appreciate 
the \'arious points which the (Commission have* taken ; but 
we .think it not unfair to comment that the simple form of 
administration suitable to the backward tracts per se 
involves a lower scale of expejidiiure than that of tlio more 
developed districts. When their needs rise to the same level) 
the time for treating them as backward tracts will have 
passed. Our present disposition, therefore, is t«» maintain 
the link l>etween the provinces and the backwarvl tracts 
without interposing central responsibility for their adminis¬ 
tration. It may ho necessary to retain some areas under 
the sole a<lmiiiistrative control of the Governor. In others 
where the jurisdiction of ministers and of the provincial 
legislature has already been admitted, the Ooveruoi- may 
need no more than a general power to control the application 
of central and provincial enactments. The whole subject 
will, however, require further detailed consideration. In 
Assam where the area of the l)ackward tracts is so great, 
special arrangements may be needed and the Commission’s 
scheme of centralization may be found to be the best solution. 
In Bihar and Orissa the problem is likely to be connected with 
the question of the formation of a separate province for th« 
Oriyas, and should be considered by the Committee charged 
with the investigation of that problem. 

On ii minor point, we have no objection to the Commis¬ 
sion’s proposal that the somewhat derogatory term “ back¬ 
ward tract ” should be discarded in the statute, and giva 
place to the moi‘e colourless designation “ excluded area ’*» 
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53. The High Courts. —Amongst subjects not intimately 
coilneeted with constitutional issues of fundamental import¬ 
ance are the recommendations made* by the Commission that 
the charges of all High (Courts, including the Chief Court of 
Oadli and the courts of the Judicial Commissioners of the 
Central l*i-ovinces and Sind, should be put upon central reve¬ 
nues, and that the administrative control of all such courts 
should bo exercised by the Gov'ernmont of India and not by 
pi’ovincial Governments. We have made a summary exami¬ 
nation of these ijroposals and have received in very general 
terms the views of the courts and the local Governments con¬ 
cerned. The material before us however is not sufficient for 
the adequate consideration of these recommendations, the 
hnancial and administrative aspects of which, intricate in 
themselves, will require detailed exploration, in 
ccmsiillatiou with local Governments, in the light of the da}ci- 
sions reached on the larger constitutional issues, and wo are 
of opinion that they could be more conveniently approached 
when tliosc decisions have been arrived at. As regards the 
appointment of judges, we agree that while permanent 
appointments to High Court judgeships should continue to 
b# made by His Majesty the King, all other appointments to 
High (.\)nrt judgeships and all appointments to judgeships in 
courts of lower status exercising similar jurisdiction should 
be made b> the Governor General in Council. We presume 
that the distiiictioii w'hicli appears to be drawn at the end of 
paragraph 346 of the re])ort between the appointmoni. of 
additional judges by the central Government and tlie appoint¬ 
ment of temporary judges by the Governor General is not deli¬ 
berate, and that the proposal is intended to' be as expressed 
rijiove, i.e., only a slight extension of the existing practice in 
so far as JJigh Courts (other than the High (bnrt of Calcutta 
to wljich officiating appointments arc^ already made by the 
Governor General in Council), and the Chief Court of Oiuih, 
arc concerned. From the reference in the first part of this 
paragraph to the courts of Judicial Commissioners we assnnio 
that the recommendation applies to appointments to these 
courtalso, and we agree that no differentiation should bo 
made in the manner of appointing judges to High Courts 
(except in the ease of permanent appointments which have 
always stood upon a different footing), and to other courts 
which discharge most of the functions of a High Court. We 
contemxfiate that in all cases where appointments are made 
by the Governor General in Council they will only be made 
after close consultation with the Governor. 

PEOVINCIAL FINANCE. 


54. Control of finance in the provinces.—The proposals of 
the Indian Statutory Commission contemplate the grant to 
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the provincial Governments of very full powers in respect of 
finance. External control by the central Government is 
fined to the control of borrowing and to such control over pro¬ 
vincial taxation as will follow from the powers of superin¬ 
tendence which the Commission contemplate* that the 
centre should exercise ; and the extraordinary pov;ers of 
the Governor on the financial side are only designed to enable 
him to secure supply over the limited field in which he holds 
in reseiwe special powers, or to carry out direictioria which 
he may receive from the centre. The Commission have deli¬ 
berately rejected the suggestion that the Governor should 
be granted special powers to secure the financial stability of 
the province. For the reasons which have already ex¬ 
plained w'c concur in that, conclnsioii. In accepting the "Com- 
missiou’s proposals generally w'e desire to add that the main¬ 
tenance of a strong Finance Department in each province is 
a matter of great importance, and the special position 
accorded to the Finance Department in Part III of the Devo¬ 
lution rules should be retained and specifically provided for 
in the new constitution. 

55. Sir Walter Layton’s scheme : its connection with the 
general constitutional structure. —It is convenient to deal at 
this point with the proposals madef by Sir Walter Layton, 
which have as their main object the provision of adequate 
financial resources for the provincial Governments. 

Tlio working of these proposals might be facilitated by 
the vocommondations which the ('Ommission have made for 
the reconstitution of the Assembly as a BVderal Assembly, 
indirecily elected through provincial legislatures. Wo sh^ 
consider elsewhere how far these recommendations, whimi 
are primarily based on other grounds, are capable of adop¬ 
tion. Here w’e would only remark that if the Comimssion’a 
proposals for representation of the provinces in the ‘^Ls- 
sembly were to be altered, it would not be impossible to 
devise other methods for giving representatives of the pro¬ 
vinces a joint opportunity to consider, the voting of 
for the prcwdncial fund. A suggestion which might be consi¬ 
dered in that event is that the provincial councils should elect 
Representatives to form a separate inter-provincial countdL, 
wMch shtmld consider proposals for “ provincial 
taxatioii before their submission to the vote of the e#i#al 
legislainre. We recognize that this alternative doea^ 
possess the direct advantages of Sir Walter Iiayton’s 
and we put it foi-ward for consideration only in thef'event 
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of indirect election to the Federal Assembly not being 
af^roved. 

56. Preliminary comments on Sir Walter Layton’s scheme. 

—Turning now to the purely financial aspects of Sir Walter 
Layton’s scheme, we have, speaking generally, approach¬ 
ed it with a predisposition in its favour, mainly because it 
aims at the establishment of a uniform basis for the financial 
settlements with the provinces. Such an arrangement is in 
every way preferable, if it can be shown to be workable ni 
p)*actice, to what seems to us the only other alternative, a 
separate settlement with individual provinces on a basis of ' 
B^s. It is, however, essential to examine it closely, in 
order tf) test its practiciil w’orking, and we find it necessary 
to make two preliminary conunents. In the first place, the j 
scheme as whole contemplates within ten years th o 
dojimimt hy tlm-ee»t4raLXU)tm’imumt.af,, croresof ' 

their revenue and the imposition bv the provinces of j-1 crores 
©f new^ taxation. It is conceived in a spirit of optImism\ 
which wo fmd it difficult to share, having regard to the general' 
economic conditions, wdth Avliich India and indeed the w’Oiid 
iu general are likely to be faced in the years immediately ‘ 
before us, to certain omissioii.s in Sir Walter Layton’s sur¬ 
vey of the central Goveriimeut’js position to ’whicli w’c shall 
refer again, and to the reluctance which may well be felt by 
the representatives^of the people in the provinces to impose 
HOW' bimlens of this magnitude. Of the new items of taxation 
suggested, the proposed tax on agricultural incomes in\'oives 
hi^ily controversial issue.s, and the terminal tax would, if 
introduced generally on the scale proposed, be open to serious 
objection from the economic standpoint. Sir Walter Ijayton 
has also, in our opinion, overestimated receipts, especially 
the revenue likely to he obtained from the taxes on tobacco 
and matches. For all these reasons w'e fear that his »?stimate 
©f'the possibilities of fresh taxation may prove to be very 
wide of the mark. In dealing with agricultural incomes Sir 
Walter Ijayton makes the remark* that “ increased produc¬ 
tivity together with the rise of pi ices since pre-war days has 
enormously increased the money value of India’s agricultural 
products This statement is open to serious challenge, 
since at the present time the [irices of three at least of Indian’s 
B^wist important crops, cotton, juto and wheat, are actually 
below pre-war levels, while others, such as oilseeds and 
groundnuts, are but little above them, and this decline had 
set m even before the report of the Imdian Statutory Gom- 
missiou was puhli&^d. It is scarcely too much to say that 
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the most serious economic problem, with which India—along 
j^'ith other agricultural countries—^is faced, is the decline in 
value of her main products. 

Our second general comment is that the application of 
the scheme to individual provinces has not been worked out 
by Sir Walter Layton in detail, and, as will be seen later, it 
is when we come to the detailed application of the scheme 
that some of the main difficulties arise. 

57. Sir Walter La3rton*s assumptions as regards the cent¬ 
ral Government’s surplus. —^We propose to examine the 
scheme from two points of view, first in its reaction upon the 
central (.1 oyernlnent, and second in its application to the pro¬ 
vinces. Sir Walter Layton calculates that the central Gov¬ 
ernment should after 10 years, on the present basis of taxa¬ 
tion, have a surplus of 141 croros, arrived at as follows :— 


Phis. 


Minus. 


Customs 

Income-tax 

Army 


.. Civil Expenditure .. 3 
.. 5 Opium .. .. 2. 

.. 7 

•• 

+191 —5 


Out of this the central Goveniment should be able to distri¬ 
bute to the provinces :— 

{a) Half the income-tax on personal incomes .. 6 

(/+ Net proceeds of salt duly (allowing for an in¬ 
crease of i crore after 10 years) .. 6 

(c) Balance of duty collected on foreign imported 
liquor over 30 per cent. .. .. 

OfC-sei by yiekl from commercial stamps 
wliich will be transferred to the central Gov¬ 
ernment .. .. ..— 

~12 

Sir Walter Layton’s hypothetical table* actually anticipates 
that, when at the end of ten years this distribution to pro¬ 
vinces has been completed, there will still be in the central 
Goveniment’s budget a surplus of 4+crores ; and his scheme 




•Volume n, page 261. 



53 


after ton yearsNjontemplates that a certain definite and in¬ 
creasing proportion of the customs revenue should be paid 
into the provincial fund. He does, however, recognize that 
this prospective surplus may be affected by a number of 
factors which are uncertain. 

58. Sir Walter Layton’s assumptions examined in de¬ 
tail. —^We now proceed to examine in detail the assumptions 
made in the above calculations. 

(1) Customs .—^In view of the importance of this head of 
rove.nue among the few which are loft to the central Govern¬ 
ment under Sir Walter Layton’s scheme, we have had a spe¬ 
cial examination made by the Central Board of Eeveune, 
which is printed as one of the appendices.* It will be 
seen that the Board do not accept Sir Walter Layton’s cal¬ 
culations, but that for an entirely different reason— viz., the 
great possibilities which lie in the development of motor 
transport—^they have arrived at tlie conclusion that in 10 
years, provided that there are no setbacks due to extraneous 
influences, there slicMild he an increase under customs of from 
7.5 to 10.4 eroves. We would add that some allowance might 
also 1)0 made for an increase in the revoime from the duty 
on silver. Sir Walter Layton liaving accepted the estimate in 
the present budget of 1 crore Avhich on the basis of past years’ 
imports is likely to be exceeded. Therefore, so far as cus¬ 
toms are concerned, even if the Central Board’s estimate is 
somewhat optimistic, we do not challenge Sir Walter Layton’s 
figure of 7o crores, which seems sufficiently conservative, pro¬ 
vided always that economic conditions in those years are 
reasonably good, and that there are no substantial changes in 
the Government’s tariff policy. These two qualifying pro¬ 
visos are of great importance. As to the first, a continuance 
of the present trade depression would reduce both the value 
of our exports aud the consuming })ower of the people, and 
these conditions must lead to a diminished volume of imports. 
As to the second, the presenl ten«’ency of articulate political 
opinion in India is stronglv i?i lavonr of increased protec¬ 
tion, and if this opinion obtains an increasing influence on 
Government’s policy as is likely, many of the present revenue 
duties may acquire a much greater protective significance, mth 
a resulting decrease in Government revenue. Nor can we 
lea^xj out of account the possibility that there may be a strong 
demand fhat*an increasing share in motor taxation should 
be transferred to the provinces, or be earmarkel in some -way 
for road development. There are thus grave elements of 
insecurity in the position, and the fact that th a possibility of 
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Improvement seems to depend mainly npon^one uncertain 
item is an additional reason for caution. 

(2) IncomG-taw—lt is not necessary to discuss at lengtU 
the sugj'estions which have been made by Sir Walter Layton 
for incr()asing the return from income-tax by lowering the ex¬ 
emption limit and steepening the gradation of the tax. Those 
are suggestions which have been examined more than once 
before, and theVe are considerable practical objections to 
them. Wo include in the appendices* an extract from a note 
by the senior Member of the Central Board of Revenue on 
tne subject. Nevertheless, if there were to be a strong de¬ 
mand from the general public or from provincial Govern¬ 
ments, the possibility of increasing revenue in these ways 
might well be again explored. As regards the taxation of 
agricultural incomes, in view of the difficulties *wbich this 
subject presents, it would, in our opinion, be unsafe to count 
OTi, the increase which would he obtained from the higher 
rate of taxation on composite incomes. The tightening np 
of the luxation of income from foreign sources is a matter 
which wo have already under consideration, but we 
have no evidence on which to base estimates of any substan¬ 
tial incj’c-ase in revenue from this source. It is probable, how¬ 
ever, that even without any change in our system of taxation, 
if Ave could count on a normal year cxiinciding both in Bom¬ 
bay and Calcutta, wo should be able to obtain not much less 
than 2 crores over our present figure at once, and in the 
course of 10 years at least 3 crores above our present figure. 
Sir Walter Layton’s figure of 5 crores is, in our opinion, op¬ 
timistic. At any rate we do not care to reckon the average 
expectation of improvement in 10 years time at more than 
3 crores, though this is obviously a .heading which is capable 
of groat variation according to the development of the 
country. If political dissensions subsided, and the whole 
national effort were concentrated on raising the general 
standard of life, there might be,a surprising increase. 

(3) Civil expenditure .—The estimate of an increase of 

3 crores in 10 years does not err on the si^e of generosity. 
We allude elsewhere to the probability of many additional 
burdens being put upon the central Government for contri¬ 
butions to expenditure in the North-West Frontier Province, 
and also to the possibility of new demands if new provinces 
are created. * 

(4) Opmm.-T-We shall lose our revenue on exports (2 
crores) hut shall still retain a small sum (10 to 15 lakhs) 
from the sale of medicinal opium. 

—.-....till ■ ......I. 
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(5) Army .—Sir Walter Layton's estimate assumes a 
debit of 3 crores to Burma and a further reduction of 7 orores,* 
bringing the military budget for India down to 45 crores. 
This 18 a drastio reduction and the possilrility of a big saving 
being realized depends largely on whether His Majesty's 
Govemmeiit will make a contribution in respect of 
the “ Imperial defence " clement involved in amy expendi¬ 
ture. We allude elsewhere to flu; probability that the Burma 
-estimate will prove unrealizable. 

(6) liailimys. —8ir Walter Layton does not take into 
account any increase in the contribution from railways in 
excess of () crores, recognizing the importance of keeping rail¬ 
way rates down in the general interests of trade. With this 
latter comment we definitely agree, tliough the amount of the 
railway contribution is a matter which may require furthe/ 
consideration. 

(7) Other items .—Tf pi'ovinces become responsible for 
their own accounts, there will bo a transfer of expenditure 
fronj the central (loveniment to the provinces of over 50 
lafkhs, though there may be some increase ii.' tlie central Gov¬ 
ernment’s expenditure also on this head, if the scheme for 
separation of accounts and audit in central areas is ex¬ 
tended. On the other hand, the debit to central revenues of 
High Court expenses less receipts from High Court fees 
would, we believe, involve an appreciable net charge to 
central funds. We are not yet in possession of full details 
on this point, but such preliminary estimates as w’e have re¬ 
ceived fj'om provincial representatives confirm this conclu¬ 
sion. 


59. Further considerations affecting Sir Walter Layton’s 
assumptions.—^Apart from the doubts expressed above as 
to Sir AValter Layton’s estimates, there are further con¬ 
siderations to he borne in mind. Tn the first place, he has 
assumed that 5 yrores of interest on the balances^ q£. the {laper 
currency ancTgold standard reserves will continue to be 
credited to central revenues. The receipts under this head 
a!re, how wor, at present more than counterbalanced by the 
losses on sales of silver which are still being debited to a 
remittance head. Tn fact the propriety of treating the pre- 
sejct receipts as normal revenue may well be regarded as 
doubtful, and we feel definitely that, it Would be improper to 
treat it as a source which could be drawn upon in order to 
surrender central revenues t© the province^. The difficulty 
will become more clearly apparent when a reserve bank comes 
into existence. XJnder clause, 46 of the reserve bank bill of 
1927 the central Government was, it is true, to be entitled to a 
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sliare in ihe profits of the bank both during the period when 
it was building up its reserve and afterwards. These profits^ 
however, \vould be much less than the interest which we now 
take to levenue, and in addition the Government of India 
would, under the reserve bank scheme, be left u'ith the 
responsibility for the disposal of surplus silver,* so that any 
profits might be far more than swalloAved up by losses on 
these sales. 

In the second place, we must take into account the pos¬ 
sible fUiRBcial results of an adjustment of relatipng. with the 
Indian Large claims are being made on their side 

iPor'a* share in our customs revenue and in other directions. 
It is impossible to make any accurate estimate on this 
•account. 

^J^liirdly, the terms for the separation of .Bjima, if this is 
to be effected, ai'e uncertain, and there is a considerable mar¬ 
gin of error here especially under thi^defenee-and-tleblvJijeads. 
Sii Walter Layton, wo note, assumes that India will levy 
customs duty on Burma produce. 

Pinally the most important consideration of all IS 
that to which we have rr.'ferred alj-eady. Thd' estimated im¬ 
provement is dependent euti)-e!y on the att ainment of favour- 
abUi..tewle'et>nd+tioiTS’and on the ahson'ce of disturbing factors 
siiel\ as war, political unrest, or fi*ontier trouble. We have to 
reinernber that those constitutional changes are beir.g intro¬ 
duced at a j)eriod of oxtrfune world <lepressiou accentuated 
by the proseut internal dislurhauoes, and it would he opti¬ 
mistic to assume that trade for a good many years to come 
will recover sufficiently to give the results anticipated. 

60. Conditions on which the central Government can 
abandon surplus revenue. —The conclusion which seems to 
ns irresistible is that all these estimates are so hypothetical 
that it is impossible to envisage anything like a time-table 
for giving up to the provinces sources of central revenues. 
We agree in theory with Sir Walter Layton’s statement that 
it is undesirable that the all(K"dioM should be capricious or 
that policy should be changed from time to time, and ws 
recognize the importance of provincial Governments being 
able to estimate their financial resources as accurately and 
as early, as possible. But in vie^v of what has been stated 
above, it seems essential to insist that, if we accept in prin¬ 
ciple the arrangement that the half share in personal in- 
oome-iax and the salt tax should he transferred to the provin¬ 
ces, the times and amounts of transfer must depepd upon tlid 
judgment of the centrgil Government. Sir Walter Layton re-" 
cognises that in exceptional circumstances the transfer 
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according to time-table may be impossible, but he goes on to 
lay down that in such an event tCo transfer should be a first 
charge on the central Government’s surplus, and that any de¬ 
lay would be made good in subsequent years. This formula 
seems ic us to require qualification, if only for the reason that 
a surplus of one year may not be a recurring surplus, and 
that it must rest wth the central Government to decide when 
any surplus shown in -the budget is evidence of a reliable 
margin of receipts over expenditure, sufficient to justify the 
permanent sacrifice of prospective revenue. Sir Walter 
Ijayton’s formula is also too rigid as, if interpreted strictly, 
it might be hold to mean that the central Government was not 
at liberty to vary its scale of taxation (especially customs) 
in a downward direction, a discretion wdiich in the interests 
<»i‘ the coLMitiy as a whole ought to remain with the central* 
Oovernmenl, 

Tn short, we envisage :? situaiion not different in esseli* 
tials from that under the Mestoii settlement under wl.'ich, 
wliile llie projjortions in which lh(' \ arions provinces were to 
share in the remission of contrilailions were laid down by rule, 
tjie dales and amounts of 4‘eunssiou were left to the discre¬ 
tion of the central Governmenl. This conclusion, however, 
does not mean that the order in vlnch central rcvcMuios should 
be surrendered should not he dehiiitoly Y)rescribod. To this 
point ^\c shall return in deaiin';- with tin* a|q)licatioTi of the 
scheme to the provinces. 

(il. Necessity for allowing sufficient elasticity to reve¬ 
nues of central Government.—There is another qiiestion 
which is equally imY)orlant. Does Sir Walter Layton’s 
scheme allow sufficient elasticity to the i‘evenues of the central 
Government to enable it in all circumstances to discharge 
its responsibilities, remembering that those responsibilities 
include defence, the debt, the credit and the foreign relationa 
of India ? On this point we confess that we have felt mis¬ 
givings. Our customs duties arc already high, nor is there 
much margin loft for increase in taxation muler income-tax 
or stamps, or in the receipts from the commercial services 
such as raihvays. Once salt has been transferred to the list 
of national excises, the margin of elasticity in case of need 
may become dangerously restricted. This leads ns to con¬ 
sider the desirability for treating the salt tax in a special 
w’ay ; for it is the best suited of all for an emergency tax, and 
this has always been an argument for keeping its incidence 
low in normal times, so as to retain the possibility of its in¬ 
crease a.s a reinforcement to revenue in an emergency. For 
these reasons, while we do not oppose the recommendation 
that the proceeds of the tax at its present rate should he 
transferred to the provinces when the central Government U 
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in a position to do this from its assumed surplus, we consider * 
that no further increase in the rate should be pe:^mi8Sible as a 
source of provincial revenues. The margin fot 
increase should be regarded as a potential emergency reserve 
for the central Government. In Addition to this, we accept 
the recommendation* of the Indian Statutory Commission 
on the subject of surcharges by the central Goteni- 
ment on any taxel^included in the schedule of the provincial 
fluid. Jn tiie absence of these provisions the central Govern-^ 
ment would be reduced to dependence practically upon cus¬ 
toms, ami as we have already explained, it wo\ihl appear as 
if the prospects of substantial improvement there arc reduced 
to the single chance of an increase in the motor trade. We 
further consider that the constitution should retain the pro¬ 
vision which now exists in Devolution rule 19, under which 
ill cases of emergency the central Government may require 
contributions to be paid to it ^ by the provinces, with the 
sanction of and subject to conditions approved by the Seere- 
larv of State. 

62. Application of scheme to the provinces—examina¬ 
tion of some of the proposed new so^ces of provincial 
revenues.—^We now turn to the application of the scheme 
to the provinces. There has not been time for a complete 
examination of all the points which arise in connection with 
the proposed new sources of provincial revenues, the decision 
regarding vdiich will in any case mainly rest with the re¬ 
presentatives of the provinces. We must, however, call 
attention to certain important points ivhich have emerged in 
the course of our examination and our discussions willi local 
Governments. In the first place. Sir Waller Layton pro¬ 
poses that the customs duty on foreign liquiu; should be 
reduced to 30 per cent, and that the provinces should be given 
the right of imposing further dulies on foreign liquor in the 
form of excises. As a counterbalancing adjustment, the 
central Government should take the revenue from commer¬ 
cial stamps. We have no objection to this proposal in 
principle,, but a careful scrutiny has suggested that the 
method proposed for dealing with foreign liquor may involve 
administrative difficulties not fully realized hitherto- This 
question requires further examination, which we are under- 
teking in consultation with the provincial Governments, 
before we should be-ahle to determine the exact form in which 
this adjustment could be .made. Incidentally we ^ould 
obsen’e that, although the total amount of the present yield 
fi'om i^ommercial stamps is roughly equal to the total amount 
which w'ould he surrendered to . the pronnees under Sr 
Walter Layton’s proposals, the revenues of in^vidual 
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provinces would be affected in varying degrees, and some pro¬ 
vinces have gone so far as to ask for a preliminary adjustment 
on this [iceount. 


As regards the proposed surrender by the central Gov¬ 
ernment of one-half of the income-tax on personal incomes, 
we have already indicated that wc accept this proposal in 
principle. Sir Walter Layton has stated that the amoimt 
involved is in the neighbourhood of 9 crores, half of which 
would give the provinces 4^ crores. He estimates further^ 
that at the end^f ten years this allocation would probably 
grow to G crores. Both these estimates seem to us to b^ 
optimistic. On the latest figures available, for the yea^ 
1928-29, readjusted at the new rates of taxation introduced in 
the last budget, we calculate that the personal income- tax 
collected in, the provinces was approximately 7 crores, and 
the allocation to the individual provinces of one-half of the 
tax would be roughly as follo^y^ ;—. 

-■ - <1.?^ 


Madras .. ^ 
JBonibay 
Bengal 

United Provinces 

« 

Punjab 

Bihar and Orissa 

Central Provinces 
« 

Assam 




Total 


Lakhs. 

50.8 

90.67 
96.08 

32.68 
30.75 
23.66 
16.71 

8.97 

350.32 


A point, however, which has to be borne in mind is that the 
figures shown in the above list would not represent a net 
gain to the provinces, for under Devolution rule 15 a certain 
share alre.'idy accrues to them, and we must presume that it 
was inteJided that this provision should merge in the new 
propo.sals. It will be remembered that under that rule the 
provinces are entitled to receive a share (at three pies in the 
rupee) of the tax upon new incomes brought under assess¬ 
ment in any year as compared with the basic year 1920-21. 
file object of this rule was to give to the provinces some- 
share in what was expected to be a growing head of taxation, 
and it was anticipated that the indnstrial provinces in parti¬ 
cular would benefit from this provision. In actual practice 
the rule has operated very differently fropa the intent!oniand, 
owing to the full assessments in the main industrial ceutrej| 
in the Basic year, the benefit has accrued mainly to the n^- 
industrial provinces. The sums which the provinces . have 
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ubtained under rule 15 nin ee 1921-22 are given in - 

an apjmudix*. The latestligTS^s avaHaBter’tf oy 19S8 . 22 i}j|^ 
wliv'h we quote below, are ^lifficient to illustrate the uh- 
exuectcdnes's of the results 


Madras 

> 

• « 

• « 

Lakhs. 

5.46 

Bombay 

* • 

• « 

Nil. 

Bengal 

• • 

• • 

Nil. 

United Provinces 

• • 

• • 

^ .. 0.77 

Punjab 

• * 

• • 

4.04 

Burma 

• • 

. • 

.. 12.22 

Bihar and Orissa 

• • 

« « 

4.74 

Central Provinces 

• • 

• « 

2.23 

Assam 


• • 

6.63 


It will be seen from the above table that, if the increase al¬ 
ready accruing under Devolution rule 15 has to be surrender¬ 
ed by the provinces, as a preliminary to the surrender by the 
ccmtial Government of half the share on personal incomes, 
the effect of the latter surrender would be considerably modi* 
Hod. The ease of Assam is nn extreme one, for that province 
would on balance only gain 2.34 lakhs. We have not filially 
considered how this situation can best be dealt with, but we 
would express a proviaibnal view that here, as also 1ft the 
exchange behveen liquor and stamp duties referred to above, 
gome soi;i of preliminary adjustment will be necessary. 

We accept the proposal that provinces should bo per¬ 
mitted to levy a surcharge amounting to one-quarter of the 
tax on personal incomes. The proceeds of this tax, should 
they elect to impose it and should conditions admit of it being 
imposed at the full rate, may be taken as approximately 
equivalent to half the amounts mentioned in the table on 
ihe preceding page. 

The proposal to remove the exemption from income-tax 
on agricultural incomes raises a most controversial issuoj on 
which opinion in the cotlntiy will run high. However indis¬ 
putable may be the lo^ic of Sir Walter Layton’s arguments, 
v."o must face the reality that this <^mption has the sanc¬ 
tion of long tradition and that dplings in land have always 
bteen conducted on ^he assipnptlon that it would remain. 
The opinions cf local .Governments, with few, exceptions, are 
definitely opposed to it and for practi^ purposes we regard 
its imposition as unlikely in the near future. We have some 
sympathy with tlie view expressed by more than one province 
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tiiat it is a form of taxation which should only be iiapo^^ 
%, a representative and responsible government, and this. in 
fact means that it should not be imposed upon a province on 
the vote of the central legislature, but that the representative 
legislature in each province must be free to decide for itselfl 

The objections to the widespread introduction of a system 
of terminal taxes are more fully dealt with in an appendix*. 
If imposed on the scale suggested by Sir Walter Layton, it 
would be a serious burden on trade. A terminal tax designed 
to bring in 8 crores of rupees a year represents a surcha^o 
on railway freights of about 15 per cent., and the suggestion 
to im}) 0 He such a tax is hardly*consistent with Sir Walter 
Layton’s strongly expressed view as to the urgent need for 
reducing freight charges. Moreover, ^art from this broad 
consideration, there are certain practical diflicnUies in the 
way of lha imposition of a general tax of this nature which 
are not mentioned in Sir Walter Layton’s report. Octroi 
duties Slid terminal taxes are already used in some provinces 
as a source of municipal and local taxation. It would hardly 
be possible to allow this form of taxation to be used by 
raiiuicip^l authorities at the same time as U was introduced 
mi a universal provincial basis as proposed by Sir Walteif 
Layton. On the other hand, the right to contiii^o to levy 
the lax could not be withdrawn from the municipalities where 
it noAV in force, while we foresee diflieulties in the way of 
all further extension of such a method of taxation 
municipalities. Tii this connection we have to take 

actual needs of the various provinces into account. In 
A^am, for example, a province whose revenue is very 
restricted and ivhose opportmiities for improving its position 
from iticome-tax, etc., arc under the present proposals for 
epeeial reasons much loss favourable than those of other 
provinces, we think that—particularly in connection with 
the tea garden traffic—there may be a special justification 
for some sort of terminal tax. Again, in Bihar and 
a i>rovince which has hitherto had no municipalities levying'" 
this tux, there will probably be a strong demand for its in¬ 
troduction in this form.^ Without going into further details, 
we may state our provisional conclusion as follow's. While 
vra hold strongly that the economic disadvantages of such a 
tax are sufficient to condemn its introduction as a general 
provincial tax, wo think that for purposes of local taxation 
there may be occasions when it wall be the best available 
method, if used for special purposes and to a properly limited 
extent. If, howeypr, the continued use of such a tax for local 
purposes is pemdttedj* it will be essential to reseiwe to the 
central Government definite powers of control in oreW, to 
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aafeguavd sources of central revenue, and to prevent tJie im- 
position of discriminatory taxation which may involve 
breadies oi international treaties or agreements. 

We have already taken up the examination Of the 
machinery for dealing with the proposed tdxes on tobacco 
and matches in correspondence with provincial Governments, 
Boili pres*‘lit special difficulties, and the tax on matches in 
particular can hardly be imposed on a substantial scale 
without co-operation on the part of the Indian States. Our 
enquiries on both subjects are still incomplete and any view 
which we now take is necessarily provisional. We hope 
that some effective arrangements can be devised, but we 
believe that it will not be desirable to impose tdo high a rate 
at lirsl on matches, and that the full yield from the lax will 
only be obtained gradually. We regard Sir Walter Layton’s 
estimate of 5 ciorcs from the taxation of tobacco as too high, 
and on present information we doubt whether even half that 
amount is likely to be realized. 


63. Increased resources of the provincial Oovemments 
on Sir Walter Layton’s and our estimates. —Those preli-* 
minary remarks have been necessary in order to enable us 
to approach the matter from a practical point of view. If 
Sir Walter Layton’s assumptions were all accepted, that 
is, if within ten years the central Govenimeiit iv<*ro able to 
surrender half the tax on personal incomes and the salt 
tax, and if the })rovj,nicial Governments were to get the benefit 
of all the new taxes, tobacco, matches, terminal tax and in- 
•ome-tax on agricultural incomes, and were to impose the 
surcharge on personal incomes, and if his estimate of the 
yield oi the various taxes weie realized, we yh»)uld get 
approximately some such result as the following :— « 






Provmce. 


Bihar and f)rissa 
Bengal 

United Provinces 
Assam 

Confral Provinces 

Madras 

Bombay 

Punjab ' 


Aotnal m* roase uf 
rerenue m lakhs 
of rupees. 

4,24 

7,70 

6,09 

§,20 

4,76 
3 ,^ 


Percentage 
in creese. 


.77 

69 

52 




« 


\0( 


$8 

32 


It must be recognized picture the abovd 

tdtile represents no mon# u dist^t, aud perhapa even 
toiidly unattainable, ideal. * We have indeed already indicated 
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our View that all that the provinces are likeljr, hi the aear 
futurci to be able to count upon from new taxation is the aur- 
shar^je on personal income-tax, anid a very doubtful Sxir 
crores from the taxes on tobacco and matches, with perhaps a 
terminal tax in a province specially situated such as Assam. 

, Some other forms of taxation maj^ possibly be added to the 
provincial i'und, though we can think of none of a very pro¬ 
ductive nature. We should also be glad to see as much lati¬ 
tude as possible allowed in framing the schedule of provincial 
taxes j but llie provinces will have to rely, in the main, upon 
the gradual surrender to them of the‘central revenues frop 
salt and personal income-tax. 

However distant any substantial distribution may be, 
the figures given above illustrate the plan which now holds 
the field, and it is on that plan that we must consider the views 
of tiu various provinces. A glance at the figures .shows that 
several prbviiicos wll inevitably regard it as unsatisfactory, 
and will claim thal it does not lake sufficient account of their 
needs. Onr task now is to consider both- the final objective 
and the methods of approach to it, and this means that the 
'^practical prohieins really hetoie us an*, first, whether a 
special enquiry into the needs of different provinces should 
6e made ])efore the antomatre distribution begins, and second 
I k what order should the surrender of resources .take place. 

t)4. An enquiry on the basis of needs.—As regards the 
first of these problems, tin* (ioviM iiinent of Bombay have felt 
themselves comp(‘lled to ai)ply for a 'preliminary adjustment 
to meet their outstanding needs boforo the application of the 
automatic principle begin^<. They suggest that needs can 
only he deterrainod by olfiigator) c‘Xi)onditnre on essential 
6or\ ices. Their request would therefore involve the appoint¬ 
ment of a special committee to investigate the needs of the 
different provinces and to form a judgment upon the present 
rate of expenditure in Bombay upon essential services as 
compared with that of other provinces. The Oovovnment of 
Bihar and Orissa also consider that a preliminary adjust- 
ment should he made with the object of correcting existing 
maladjustments before the autvmiatic principle is applied. 
. They point out that, unlike other provinces, they obtained 
no relief by the Remission of contributions iiuder the ])resent 
constitution, since no contribution was imposed upon them, 
and tshat, with their existing deficit of 35 lakhs and the heavier 
ejmenditure- foreshadowed under the new constitution, there 
' wiildio lid margin for the province to develop, having regard 
to the fact that the estimates the Layton scheme can 
.hardly be expected to materiali^f> 1’he considered vh'ws of 
the Bengal Sovemmept ate n^^^et before us, hut we hqvft 
Pltderstood from their representative (who Avith the repij®- 
ientaiives o^other provinces met us recently in conference)®. 



that the Bengal Government also would be likely to press 
* strongly for a preliminary adJustment-before lie introduction 
of the automatic principle. Other provinces, though they are 
prepared to accept the Layton scheme, would no doubt advance 
similar claims if a committee to enquire into needs were 
appointed. Some of them might argue that in their case 
expenditure on essential services had been reduced or 
deferred through enforced economy in the past. 

While we have considered it our duty thus to hriug pro¬ 
minently to notice the views of those Governments which 
have asked for a special enquiry, our own view at present is 
that the ai.>poiutment of a committee to examine the posi¬ 
tion of tiio provinces on the basis of needs would be likely to 
intensify piovineial rivalries and to create general dissatis¬ 
faction. For the conclusion is unavoidable that the demands 
of the various provinces are incompatible, and that no deci¬ 
sion could be reached wdiicli would be accepted by all 'pro¬ 
vinces as fair. On balance, therefore, our present view is 
that wc must definitely nile out the idea of any general ad¬ 
justment as between the provinces on the basis of ‘ needs ’ j 
for we do not see how any tribunal could pronounce judg¬ 
ment on a matter so controversial and so much a matter of 
opinioii in a, form which we could reasonably expect all pro¬ 
vinces to accept. 

65. Preliminary adjustments may have to be consi¬ 
dered.—While, however, we feel forced to the conclusion 
staled in the preceding paragraph, we do not go so far as to 
say that no sort of preliminary'^ adjustment should be made. 
Wo have indeed been impressed in the course of our examina¬ 
tion by tlio serious injustice w^hicli may be caused iii the 
initial stage to certain provinces by the re-arrangement Of 
central and provincial sources of revenue involved in tlie 
I;aytoii selieme. Wo have already referred to the operation of 
Devolution rule 15, the abandonment of which would involve 
an initial loss in respect of income-tax for several provinces, 
which could only be recouped later by the transfer of re¬ 
sources from the central Government, the date of which is 
uncertain. Assam, for instance, stands to lose at once nearly 
7 lakhs from a source of revenue which had been steadily 
growing, •whereas their share of personal income-tax, oven if 
the central Government were in a position to sutrender at 
once the full amount under this head, would not be mote than 
9 lakhs. Similarly the exchange between foreign liquor and 
commercial stamps, though these heads approximately balance 
so j^ar as the cent^ Government is concerned, wdll affect 
piwincial finances uneyenly. No figures are at present 
. and it will take time to collect them, but one pro- 

‘vlhc<fhas estimated it^lojss from the transfer‘ht 13|,laWis. 



The provincialization of accounts will involve a new burdes 
on the provinces which has hitherto been borne by the centr^. 
Government, while some provinces might benefit from th« 
transfer of High Court expenses less High Court fees. When 
the exact effect on individual provinces of these various 
transfers has been examined more thoroughly than has up 
to this moment been possible, consideration must be given to 
the question whether these special grounds justify some pre* 
liminary adjustments. Wo reserve our judgment 'on this 
pfiini. 

66. The order of surrender of central revenues.—It ia 
necessary first to explain how the various provinces will be 
affected by the order of surrender of the two taxes in question, 
personal income-tax and salt. We have already indicated 
the proportion in which tlie provinces would share the pro¬ 
ceeds of the personal inconic-tax when surrendered. The 
industrial provinces of Bengal and Bombay and in a lesser 
degree Madras would obtain the principal, benefit. Tlie dis¬ 
tribution of the salt tax on the basis of populatioji (taking, 
as. seems reasonable, a net figure of 6 croro.s at the time 
when the transfer is completed) would give ihe following 
results :— 


Madras 


Akh». 

1,10 

Peroentft|« 
increase m 
rovenee. 

6.7 

Bombay 


50 

3.5 

Bengal 


1,24 

11.2 

United Provinces 

, , 

1,17 

9.9 

Punjab 


55 

5.1 

oiliar and Orissa 


90 

16.3 

Central Provinces 

• • 

37 

7.7 

Assam 

« • 

17 

6.6 


It is, however, conceivable that the decision might be to trais- 
fer not tlie.whole but a portion of one tax, and Iheii a portion 
of the other. The result can be judged best by giving the 
proportions in which each province would share in the first 
crore of each tax surrendered :— 



Personal 

income-tax. 

Salt. 

Madras 

14.5 

18.5 

Bombay 

25.9 

8.3 

Bengal 

27.4 

20.7 

United Provinces 

9.3 

19.5 

Punjab 

.. ^.8 

42 

Bihar and Orissa 

.. 6.8 


Central Provinces 

4.8 


Assam 

. . 2.5 






Bengal and Madras come out fairly well in either event, and 
there is Jio serious difference in the case of the Punjab, 
Assam and the Central Pj ovliices, though all would fare 
slightly better if salt were given the preference. The prin¬ 
cipal result of pretorring income-tax to salt would be a very 
substantial gain to Bombay and an appreciable gain to BeJigal, 
to the disadvantage mainly of the United Provinces and 
Bihar. 

Sir Walter Layton has definitely recommended that the 
urgent needs of the industrial provinces should be recognized 
at least to the extent of arranging that the transfer of in¬ 
come-tax receipts should be begun as early as possible. It 
is true that the industrial provinces will also gain most from 
tlie surcharge on personal income-tax if they decide, and are 
able, to impose it, but we suggest that as fair a solution as 
any would be if the 8Ui*render of the first 2 crores of revtjnue 
were in the form of personal income-tax and that thereafter 
the surrender of revenue should be from both taxes in equal 
amounls. Wc recognize, as pointed out by the Government 
of Bihar and Orissa, that there would bo definite politi^l 
advantages in making a beginning with the provin- 
cialization of the salt tax at an early date. Tn fur¬ 
ther support ol‘ the form of recommendation that 
we have thus te^itatively made, wi‘ would point out 
that for practical reasons it is likely to be necessary to 
undertake the transfer of these taxes step by step. The 
central Gov(‘rnment will have to proceed tentatively in the 
abandonment of its revenues, and it is hardly possible that it 
mil at any moment bo in a. position to hand over in a single 
transaction the whole })roeoeds of either of these taxes. 

67. Procedure applicable to the provincial fund.—We 
accept the proposals* of the Indian Statut«*ry Commissiori re¬ 
garding the procedure applicable to the provincial fund. 
Some modification in detail will be required if the Commis¬ 
sion’s proposals regarding the constitution of the Federal 
Aesemhly are revised, but the principles could be applied 
mutatis ‘mutandis to the alternative arrangement which we 
have suggested for a separate inter-provincial finance coun¬ 
cil. Several of the provincial Governments have expressed 
doubts whether it should be open to a minority of the inter¬ 
provincial council of finance members to bring proposals for 
taxation before the Assembly. On the whole however we 
consider that, if not less than three of the provinces desire 
that proposals for taxation should be placed before the As¬ 
sembly, it is fair that they should have an opportunity of 
presenting th eir case and of securing, if they can, a majonty 
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iB the Assembly. It has also been suggested to us that in 
•view of the many uncertain factors and hypothetical assump^ 
tions involved in the suggested financial arrangements, which 
may result in the settlement working out very differently 
from what is now anticipated, provision should be made for 
a review of the settlement after 5 or 10 years. We have con¬ 
sidered this suggestion, but we arc of opinion that such an 
apangement would be disturbing, and might even lead pro¬ 
vinces into a policy of extravagance with the object of estal^ 
libbing claims for special treatment in the light of their actual 
commitments at the time of revision. 

We recommend that the settlement should be embodied in 
statutory rules so that alteration of it would be possible with¬ 
out an amendment of the constitution. 

We call attention to tlu* reeonimeiulalion of the Bombay 
(Government,* with which we agree, that legislation imposing 
provincial fund taxation should not be voted evciy year, but 
onij’ when the inter-provincial council of tinance members 
makes pr()i)osals for a change. 

68. Borrowing powers.—In an earlier paragraph we 
stikted that we accepted the position that the control by the 
Government of India over the provinces in the sphere of 
finance should he contined to tlic control of borrowing. It is 
desirable to consider moie fully the details of the Indian 
Statutory Commission’s proposals on this subj('ct. 

As regards tlie powers of provincial Governments to raise 
loans, the projiosals in their report make little change in the 
existing position wliich is governed by rul(‘ 3 (1) of the Local 
Government (Borrow i)ig) rules (regulating borrowing in the 
open market) and by I)e^ olution mlc 2.") (regulating advances 
by the (Government of India to local Governments). In actual 
practice the terms on wdiicli advance's can ordinarily be given 
have been codified in the niles governing the provincial loans 
fund, which have received tlie ai)proval of the Secretary of 
State in Council, and have therefore to some extent limited the 
fuller'powers which the Gov<‘rmneii of India enjoyed under 
Devolution rule 25. 

The proposals of Sir Walter Layton may be summarized 
as follows :— 

(а) The loans raised by provincial Governments 

should be subject to standard regulations and 
their raising should be co-ordinated. 

(б) To this end a council of provincial finance 

ministers should be instituted, over which the 

i2 
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Finance Member of the Government of ln6fft 
should preside. Its tasks* should be “to 
establish a borrowing programme, to lay do'ivn 
the standard regulations, and to arrange tarnii 
with the Government of India It should^ 
however, be advisory only for the present, and 
the real power should vest in the central Gov¬ 
ernment. On the other hand, it is contemplat¬ 
ed that the latter should not act without con¬ 
sulting the council, since it is specifically stated 
that consultation should invariably be made 
before special sanction is refused to a Ujhii, even 
where such sanction is definitely required by 
the regulations. 

(c) As responsible government in India develops, the 
council may cease to be a mere ad^dsory body 
and may acquire real power. 

The Coramissionf apparently accept these proposals gene¬ 
rally. They suggest fuvihor tliat the powers statutorily re¬ 
tained by the central Government should take the. shape of a 
perfectly g-eneral control, but that this control should nut be 
used to dictate the purposes for which loans should be raised.. 
If a declared purpose is within the scope of the regulations, 
the grant or refusal of sanction should be dependent primarily 
on considerations of the monetary and credit situation. Ap¬ 
proval should, however, not ordinarily be given to a loan in¬ 
tended to meet a deficit ; and if it is to be given, the loan should 
pay a discriminatory rate of interest. 

Subject to a qualification and a reservation explained at 
the Olid of this paragraph, we arc p^’epared lo ecoepi these 
proposals as a provisional arrangement, though we must 
emphasize thai tlic Avords ‘ credit situation ’ used above re¬ 
quire further definition. The considerations which are to 
govern any decision should include, not only the general 
credit situation of the Government of India, having regard 
to its own position and the rates for money prevailing in the 
world at the time, but also the particular credit situation of 
the province which is seeking a loan. For this purpose 
account would have to be . taken of the general financial 
policy and position of the province concerned. While 
accepting the proposals as a provisional arrangement, we 
feel bound to express doubts as to its advisability as a perma- 
ment plan, if it is to develop to a point where the inter-pro- 
vinoial council ceases to be merely advisory and acquiree 
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aetiiai powers of decision. Several of the provincial Gov¬ 
ernments have expressed opposition to the idea that their 
borrowing programme should be controlled by a council con¬ 
sisting of representatives of other provinces who are their 
potential c/)rapetitors for a share in the limited amount of 
loan money available. They do not rule out the possibility 
that it may be to their advantage to abandon permanently 
their ijidividual liberty of borrowing on Iheli own credit, for 
the sakf of arriving at a co-ordinated plan of borrowing 
for the whole of Liidia, and in order to obtain the advantage 
of borrowing with the credit of the Government of India. 
Bill they do not consider that in that ease a body composed 
of political representatives of all the provinces would pro¬ 
vide a suitable arbitral tribunal. Tliey contemplate rather 
something in the nalHve of an all-Judin board of loan 
conin^issioneli’s, on whicli Ibe export element would })e strong¬ 
ly represented. It has indeed always been our view that 
the administration of tlu' pi'ovincial loans fund should 
evonlaally be entrusted to siicli a boanl. ()n tin* other hand, 
we feel that it is i>romatuve at this stage to settle any 
arrangements which should govern the position for all time, 
while jeeoguiy.iiie th.(‘ advantage of a co-<*rdiiiatod plan of 
borrowing, we see serious disadvantages in creating condir 
lions, i]i which the individual ])rovinces need not consider 
their own credit with the world but can always rely on the 
support and protection of the central Government. The 
suve.si w'ay to bring Ixoine to any Government the necessity 
for following canons of sour.d financial administration is 
that they sliould be faced, wh.cn tlu'v disregard those canons, 
with the absolute impossibility of ra.ising funds, even on loan. 
This necessity will b(' btoue in upon tJiem if tliey' have 
themselves to deal witli tlic outsi»le money' market, whereas 
if it is m(‘]‘oly a maltei' be!ween the provincial Government 
and the central Government, th<‘ realities may* bo obscured 
and political influences will play' a part. Speaking general¬ 
ly, wo think that the future course must be decided in the 
light of actual experience. For die present the provincial 
Governments are all yu'cparod to cordinno w*hat is in sub¬ 
stance the existing avrangomont. and to place themselves in 
the hands of the central Goveimment. ^ It is our view also 
that this ai rangemcut should he retained for the .present. 
We have to make one further observation in conclusion. 
The objections expressed by the provincial Governments to 
having their individual loan operations controlled by a 
<jouncil of provincial representatives have led them in certain 
oases to ask that the functions even of an advisoiy council 
should be strictly limited. They fear that even if . such a 
council is merely advisory, if it is formally constiNfed, H 
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will be difficult for the central Government to reject its ad¬ 
vice. They would prefer it to be definitely understood that 
the i)ower of decision remains with the central Government 
and that the central Government will do no more than sum¬ 
mon a meeting of provincial representatives so that the 
general programme may be jointly discussed ; such discus¬ 
sion being of an informal nature and not intended to lead up 
to anything in the nature of definite resolutions by the coun¬ 
cil. On the whole, we may express agreement with this 
view. 

We must also make one further reservation. It would 
seem essential to give the Government of India power to act 
without consulting provincial representatives if an applica¬ 
tion for a loan is made in an unexpected emergency. It is 
consistent with our preceding observations that we do not 
consider it to be necessary or desirable to provide by statu¬ 
tory rules for the establishment of a council. The neces¬ 
sary provision.s could be inserted in tlio standard regulations 
themselves, which would take the jdace of the rules now sanc¬ 
tioned by the Secretary of State. Minor points of detail 
could he thrashed out when the provincial I’epresentatives 
met to frame regulations. 

09. Provincial balances.—The Indian Statutory (loiii- 
missioii have concurred in Sir Walter Layton’s recommen¬ 
dation that provincial balances should not for the present he 
separated, and that any change in the present arrangements 
might be postponerl until a central hank is created, which 
Vould presumably take over the banking b.nsiness of the pro¬ 
vincial and central Governments. We have ascertained that 
there is no desire on the part of provincial Governments for 
any imifiediate change in the present arrangements, and we 
support the Commission’s recommendation. We have, how¬ 
ever, to contemplate the possibility that an autonomous pro¬ 
vincial Goveniment may desire at some time in the future to 
maintain its own balances, and following the general principle 
adopted by the Commission a development in this direction 
should be allowed for.. We therefore recommend that if, 
after the new regime has been started, any provincial Gov- 
•?mment desires to maintain separate balances, the Govern¬ 
ment of India should he prepared to agree, subject to suit¬ 
able arrangements a.s to details. A scheme for the separa¬ 
tion of balances^ was drawn up in 1924, and it may be said 
that the separation could he effected without any serious ad¬ 
ministrative difficulty. 

In this connection the Commission have made a further 
recommendation that the Government of India should per¬ 
form the service of banker for the provincial Governments 
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on a commercial basis, and should not attempt to make undue 
profits out of the business. We accept this in principle with¬ 
out committing ourselves at present to the amount of profit 
which would be reasonable or the form in which this profit 
would accrue, e.g., services rendered at 'treasuries or interest 
on minimum balances to be kept by the provincial Govern¬ 
ments. 

7('. Accounts and audit. —Sir Walter Layton’s recom¬ 
mendation in regard to provincial accounts and to the status 
and functions of the Auditor General are endorsed* by the 
Indian Statutory Commission. We accept the Commission’s 
recommendations. It is not unlikely that some of the provin¬ 
cial Governments will at first desire to employ the central 
Government as their agent to keep their accounts and super¬ 
vise their iftjcounting staff, but -we agree with Sir Walter 
I^ayton that whatever arrangement is adopted, the accounting 
staff should bo entirely separate, so that the accounts may be 
audited by an officer holding an independent position. The 
various technical problems arising in this connection have 
been examined, and, although complicated, do not give rise to 
any insuperable difficulty. The (jnestion of the future of the 
Indian Andil and Accounts Service is among the most im¬ 
portant. The danger to avoid is that of having a number of 
small distinct cadres, none of which would be sufficiently large 
to offer a career to attrad and keep good men. At fir.st at 
any rate the provinces vdll probably find it necessary to em- 
l.')loy men seconded from the c(mtral service for the higher 
posts, and -he full organization will be for administrativo ex¬ 
perience to decide. 

71. 6rants-in-aid. —^We agree with the view ejgpressedt 
by the Indian Statutory Oommission that the rigid system 
now in force, under which it has been held that it is not per¬ 
missible to incur expenditure from central revenues on pro¬ 
vincial subjects, should be relaxed, and that it should he 
rendered constitutionally possible under suitable restrictions 
to assist provincial ohiects from central funds and vice versa. 
Any such grants-in-aid should be for some specific mirpose, 
and the system should not he used for general relief of pro¬ 
vincial revenues. 

72. Local cesses on land. —^We have no comment to make 
on Sir Walter Layton’s recommendationf regarding the desii; 
ability of removing the limit upon surcharges or cesses on. 
land revenue or rent. This is a matter which is within the 
competence of provincial legislatures. 
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THE OHIEF COMMISSIONERS’ PROVINCES. 

The North-West Frontier Province. 

73. The proposals of the Commission. —The Commission 
devote particular attention to the peculiarly difficult problem 
of the North'West Frontier Province. Their first volume 
contaiiLs an illuminating chapter on its main features. The 
contrast lietwoeu the government exercised in the five ad- 
ministereil districts and in the tribal tracts beyond is authori¬ 
tatively described, an<l the chapter ends with a general dis¬ 
cussion of tile nature of the constilulioiial problem. The main 
points which the Commission take are, first, that the tribal 
area must remain under the direct charge of the Govern¬ 
ment of India ; second, that th6 administration of justice and 
the task of pi'omoting and preserving order in the five districts 
is intimately connected with the control of the tribal tracts j 
third, tliat if law and ordei- in the five districts were to be 
dealt with in a provincial legislature, and entrusted to a minis¬ 
ter responsible to such legislature, the necessary co-operation 
would bo more difficult to secure ; and, fourth, that the 
question of law and order, which in other parts of India is 
a domestic ami internal matter, in the North-West Frontier 
Province is closely related to the subjects of foreign 
policy, and of Imperial defence. (In the other liand, 
while th(?y comment sympathetically on the fears of 
the small Hindu community, the (Joirtoission hold that the 
denial of reforms to the five districts has given these an un¬ 
doubted gri(‘vance. They comment, however, on the absence 
of local experience of the elective principle and draw adverse 
conclusions from the results of the recciit experiment in 
elections to the Peshawar municipality. 

The ?;ecommeudalions made by the Commission in their 
second volume reflect the tonour of the views they express in 
the first. They repeat their previous emphasis on the essen¬ 
tial need for unified control over the settled districts and over 
the tribal tracts, as the only means by which the security of 
the frontier can he effectively maintained. They accordingly 
suggest that there should he no change in the present arrange¬ 
ment, by which the Chief Commissioner combines in liis 
person the dual responsibility of administeiang the five 
districts and acting as Agent for the Governor General in 
dealing with the tribal area. They propose to meet the politi¬ 
cal aspirations of the province by creating a local legislature 
containing indirectly elected representatives, with powers 
of taxation and of voting expenditure ; but *“ executive 
responsibility should, as at present, rest with the Chief Com¬ 
missioner ”. 
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74. The proposals of the Indian Central Committee.—^The 
recommendation made in the majority report of the Indian 
Central Committee was that reforms should be introduced 
into the North-West Frontier Province on the lines of the 
Jdorley-Jyi into reforms ; and that after a constitution of that 
type had been in operation for ten years, the question should 
be further examined with a view to seeing what advance 
could then be made. 

75. The need for constitutional advance. — As we shall pre¬ 
sently indicate, we see strong reasons for giving the North- 
West Frontier Province a foi'in of govermnent somewhat more 
liberal than pjoposed either bv the Commission or b}' the 
Indian Central Committee. Put the first point which we 
desire to emphasize is that the (.’ornmission themselves appre¬ 
ciate the HOW' urgent need for <*oiistitutional advance in that 
province. *^J’lie need is also reeogiiized by the Indian Central 
Committee. This is an important variation from the position 
which obtained in 1919 when the authors of the Joint Report 
recommended* that, for reasons of strategy, the province must 
remain entirely in the hands of the Covernment of India, a 
recommendation which has .since continued to govern its 
constitntioiiaJ status. And, tJiough the problem of introduc¬ 
ing reforms lias been much agitated for some years past, and 
was e.vaininod by the (.’ommillee over whicli Sir Denys Bray 
presided in 1922, no change in the administration has yet been 
made. I’he province was separated from the Punjab in 
1901, and still retains the form of government which it was 
then giv(?n. 'The last thirty years have seen great changes in 
the province, and this is a position which we think can no 
longer ho maintained. The need for some advance is admit¬ 
ted ; the questions now at issin* are its degree, and the form 
which thf‘ new constitution shouhi take. 

The Commission seem to have been greatly inlluenced 
by their belief that local conditions prevent any resort to 
methods of direct election. For our part we are inclined to 
the view that the conclusions A\hich the Commission drew 
from the first results of a single experiment in municipal* 
elections may have been unduly pessimistic, and, if direct 
elections to the legislature bo found practicable, we would 
consider it difficult, on general grounds, to refuse to the 
frontier province somewhat more generous treatment than 
the Commission recommend. The five districts of the North- 
West Frontier Province are not b(‘hind the adjoining districts 
of the Rawalpindi and Multan divisions of the Punjab in 
point of intelligence and capacity. In these Punjab districts 
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the method of direct election to district boards and municipal 
committees was still unknown when the reforms of 1919 were 
introduced. Nevertheless, th'ey have participated with 
success in the dyarchical constitution of the province. The 
people of the North-West Frontier Province may well claim 
that the absence of direct representation for local purposes 
should no more obstruct the introduction of representative 
government in their province now than it did in the Punjab 
in 1919. In fact the Chief Commissioner has now decided 
to introduce direct representation for the constitution of local 
bodies., 

There are, however, other reasons of great practical 
moment for carrying reform beyond the point reached by the 
Commission. Their proposals concede a ]egislati\;c council, 
but deny any popular share, in the executive. In efloei the 
Commission, equally with the Indian Central Conmiittee, 
would iea\'e the North-West Frontier Province, with .some 
variation, very much at the stage which other provincea 
reached witli the introduction of the Morley-Minto reforms 
in 1909. There would be in (lie executive no element of 
responsibility to the legislature. The undertaking of His 
Majesty’s Government set out in the announcement of the 
20th August 1917 would still remain unexf)res.sed in Pie 
constitution of the North-West Frontier Province at a time 
when the other provinces are ra[ud]y moving forward tt.; 
responsible government. We fully recognize the particular 
conditions of tlie North-West Frontier Province so well 
described in the report, and do not overlook the weighty 
considerations whicli influenced the (Commission in favour of 
a strictly cautious advance. At the same time tlm realities 
of the situation, and we here hnv(‘ in mind the events of the 
past few months, make it a matter of the first importance 
that the scheme adopted should attract a reasonable measure 
of public support ; and, subject to the necessary safeguard, 
that it should not leave the way open for invidious com¬ 
parisons between the form of government in the North-West 
Frontier Province and that introduced elsewhere. 

76. The choice between three courses. —^These arc the 
broader considerations which we have before us. Th^ 
choice of a constitution for the North-West Frontier Province 
seems to lie between three systems : either a Morley-Minto 
constitution, or dyarchy, or a unitary scheme on lines 
approximate to the form of government in other provinc<*s, 
but with provisions appropriate to the particular cirenm- 
stances of the province. The first represents roughly the choice 
made by the Commission and by the majority of the lAdian 



75 


Oentral Committee. For the reasons which we have just 
given, we consider that it would not satisfy the political 
aspirations of the province, and would thus suffer from tJie 
fatal impediment that it would enlist no popular co-operation* 

.Arguments based on the Commission’s contention that the 
province* “ forms ihc inevitable terrain for military opera¬ 
tions ” seem to us to be susceptible of implications other than 
those which the Commission draw. A discontented frontier 
province would be a serious threat in the rear of any army 
operating in the defence of India. We would be reluctant 
therefore to adopt a form of constitution for the JMorth-West 
h’rontier Frovinco which would fall so far short of provincial 
expectations. Incidentally the suggestion of the Indian 
Central (committee to fix a ten years’ limit to the constitution 
which they propose seems to us more likely to aggravate than 
to assuage the objections to their scheme. From the first 
years of the new constitution agitation would be set on foot 
to replace an admittedly transitional system by something 
more acceptable. 

The second expedient of a dyarcliic constitution on 
the lines of the existing constitution in the Governors’ pro¬ 
vinces was suggested by two Muslim members of the Indian 
Central Committee, namely Sir Zultiqar Ali Khan and Dr. 
A. Siihrawardy. So far as we are aware their suggestuui 
has received no support iii the province ; and, in the absence 
of such support, we agree with the Chief Commissioner that 
there would be very grave disadvantages in now giving the 
North-West Frontier Province a form of govermnent which 
is being discarded elsewliere. The general avguraonts used 
by the (lommission in criticism of dyarchy in the Governors’ 
provinces w'ould apply with special force in tlie North-West 
Frontier Provineo, where irresponsible opposition to the 
reserved administration \vould be particularly dangerous. 

There remains the third possibility, namely, a unitary 
scheirio approximating to the form of government in other 
provinces, but with adequate power secured to the head of the 
province suitable to the particular local circumstances. 
This is the form of constitution recommended by the Chief 
Commissioner and represents the ehoice between the three 
courses which we would ourseh’’e8 make. The scliorae which 
..the Chief Commissioner proposes is set out in an annoxure 
to his letter ; but the matter is of such great importance to 
the peace and contentment of the North-West Frontier Pro¬ 
vince that we make no a'^ology for ourselves recapitulating 
the features of the Chief Commissioner’s scheme and review¬ 
ing the lines on which it might be expected to fimctiou. 
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77. The Chief Commissioner’s scheme. —The scheme pre¬ 
pared by the Chief Commissioner contemplates a legislature 
to consist, as recommended by the Commission, of an elected 
and nominated element in about equal proportions. The 
precise suggestion is that the elective element sliould be given 
a majority of one. 8o far there is agTeement with the Com¬ 
mission, but in place of tlie Commission’s scheme of indirect 
election, the intention is to substitute direct election “ if there 
is found to be any strong local feeling in favour of a body of 
elected members wholly chosen by direct election The 
Chief Commissioner does not exclude the possibility of com¬ 
bining direct with indirect metliods of election, but, as he 
states, the problem would require to be worked out by a 
special franchise committee possibly local in its composition. 
The size of the council would be determined by the considera¬ 
tion of wliat would form convenient constituencies, but it is 
anticii)ated that it would comprise a total membership 
elected and nominated of some .30 or 40 members. 
The Hindu and Sikh minorities would be gix eii weightage 
which might he double that to whicli they would be 
entitled on a population basis, and would be given a choice 
between various methods of reproseutaiiou including separate 
electorates, reservation of seats, or even nomination. The 
official element Avould be limited to six or eight nominated 
seats. 

The Commission rightly emphasize the need for vesting 
responsibilitv both for the five districts and for the tribal 
tracts in the same executive authority. The Chief Commis¬ 
sioner’s scheme recognizes this essential requirement. The 
head of the administration of the North-West Frontier 
PTOvince, to be known under these propo.sals as the 
Lieutenant-do vernor, would remain the Agent to the 
Governor General in Council for the tribal area. But for 
the adminislration of the five districts it is suggo.sted that 
he should bo assisted by twoi ministers, of whom one would 
be an official. 

« 

This <leparture from the recommendations of the Com¬ 
mission involves other iuiportant consequences. Instead of 
remaining a centrally administered area under the direct 
control of the Governor General in Council, it is proposed, 
to devolve authority on the provincial administration witli 
a classification of subjects into central and provincial, follow¬ 
ing broadly the lines of the classification in other provinces. 
But there would be exceptions in the case of certain uabjects 
peculiar to the North-West Frontier administration, which 
would be classified as central subjects and dealt with on the 
existing basis,^ The Chief Commissioner has enumerated some 
of these, for instance, the fronlier constabulary and scouts^ 
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frontier remissions and allowances, and strategic roads as 
illustrations of matters chiefly relating to the tribal areas 
and to the defence of India, and properly classed as central 
subjects for that reason. He also mentions the extra police 
and other forces necessitated by the geographical position of 
the province. VVe think it probable that on further examina¬ 
tion these should be classed as provincial. These, however, 
are matters ()f detail which need not here detain us. The 
broad point is that in making the dividing line between central 
and provincial subjects, regard would be had to the need 
for classifying as central (iv-rtnin subjects of all-India 
importance y)Ociiiiar to the present administration of the 
North-West Frontier Province, which could not xiroperly be 
entriiste<l to the iwovincial legislature. 

Simultaneously with the devolution of authority to the 
local adiyitiistratiou, it would be necessary to give the pro¬ 
vince a financial settlennuit. The (Ihicf Commissioner has 
explained th<at H will be necessary first to reach a figure 
of wliai may bo called its normal domestic expenditure. 
Steps have alrc'ady been taken to enquire further into 
the classification which he has suggested of various classes of 
provincial ex]jeTuliture, but these again are matters of detail 
with which wo need not oucumher this despatch. The out- 
.standing result is that even after heads of expenditure which 
should be classified as central have been separated, the 
revenues locally raised are expected to fall far short of the 
expenditure needed foj* the administration of tlie subjects, 
which will ho classified as provincial. To meet this deficit a 
subvention from central revenues wmdd be required whicli, in 
agi'eemciil with llie Commission, wo consider would be Justi¬ 
fied. The ("hief Commissioner suggests, and we are disposed 
to accept his suggestion, that tlie subvention fixed on this 
basis sliould not be variable from year to year, but should b© 
subject to quinquennial review by the Assembly. 

Tliese are the broad outlines of the alternative scheme, 
which with due regard to local conditions the Chief Commis¬ 
sioner has put forward. In concluding his description of his 
proposals, which ho describes as tent^ive only, he summarizes 
Ihe main respects in which they depart from the recommenda¬ 
tions of the ('Ommission, namely, in the devolution of autho¬ 
rity to the local Government ; the provision for a financial 
settlement; the introduction of direct election to the 
legislature ; and the presence in the executive of two minis¬ 
ters, one official and one non-official. The scheme is put 
forward iu the belief that while securing to the Lieutenant- 
Governor adequate controlling authority, it will give the 
province a flexible constitution capable, with the growth ^ 
political experience, of development and expansion without 
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the necessity of subsequent violent changes or radical 
statutory amendment. 

78. Consideration by the Round Table Conference.-- 

We have no doubt that full opportunity will be taken at the 
Round Table Conference, in consultation with the British 
India delegates, to weigh and to assess the rival merits 
of the three schemes which we have set out, or of any others 
which may be put forward for consideration. Much weight 
will attach to the proposal to which the Commission have 
lent their authority. We recognize the care and the ability 
with which they have considered this most difficult problem. 
We do not differ from them in their assessment of the factors 
which must be borne in mind, and of which w'e appreciate 
the bearing. But recent events have thrown fresh light on 
what has become a pressing political problem. We"^© 
not disguise the risks involved. They are set out frankly 
by the Chief Comniissionei. But the risk of continued poli¬ 
tical dissatisfaction in the North-AVest Frontier Frovinco 
is to our minds the greater menace. We look for a constitu¬ 
tion which shall be .so framed as, on the one hand, to safe¬ 
guard the peace and security of the frontier, and, on the 
other hand, to recognize the local aspirations with which we 
full)’^ sympathize for a form of government, containing a 
popular element, for the administration of purely provincial 
subjects. With this objective before us, \vhilo we appreciate 
the arguments on which the Commission base their yu'oposals, 
we favour the more liberal scheme which the C^hief Commis¬ 
sioner has prepared, ajid whicli he recoraineiids. 

Baluchistan. 

79. The Chief Cortimissionev in Baluchistan accepts the 
view expressed by the Commission that no present change is 
required in the administration of Baluchistan, where no desire 
for western institutions has yet expressed itself. We also 
are of the same opinion. We agree with the Chief Commis¬ 
sioner in the importance which he attaches to the Commis¬ 
sion's proposal for the representation of the province in the 
central legislature. We have home this in mind in the 
suggestions which we hSve made below for the future com¬ 
position of the Indian legislature. 

Other Areas. 

80. The Delhi Province. —^In our memorandum to the 
Commission on the subject of the Delhi province, we observed 
that it comprises the seat of the Imperial Government and 
those areas alone which could not conveniently be severed from 
i|. .Though the memorandum was descriptive only, we drew 
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upon the precedents of other countries to emphasize our 
direct interest in the general and political condition of our 
own enclave. The Commission’s view that the form of 
government in Delhi cannot be usefully altered is entirelj 
in accord with our own opinion. In our own suggestions for 
the constitution of the Assembly we meet the point taken 
by the Chief Commissioner that there should be two seats, 
oiie for a Hindu and one for a Muslim, representative of the 
Delhi province. 

81. Ajmer-Merwara.—Similarly, in agreement with the 
Commission and with the Chief Commissioner, we consider 
that at i)resent no constitutional reform can suitably be 
introduced in Ajmer-Merwara. Wo agree with the Chief 
Commissioner that the representative of the province in 
the Assembly should as now be elected, and should not, as 
suggested‘by the Commission, be nominated. It may not, 
however, be possible to meet the view of the Chief Coramis- 
.sion(;r that Ajmer-Merwara be given a separate seat not 
shared wdth any other province* in the Council of State. But, 
as in tlie case of Coorg, we agree that the views expressed 
bv the (hiief (Jommissioner in this matter should not be over- 

V 

looked when the precise eom})()sition of the Council of Btate 
is being considered. 

if 

82. Coorg.—The thmiiiission have expressed the opinion 
that there is no ground for changing existing constitutional 
arrangements in Coorg. The Coorgs themselves appear 
from the Ciiief Commissioner’s letter to be divided in their 
views on the future status of the province. Some sections 
are reported to favour amalgamalion with a larger unit ; 
others desire to retain the separate existence of the Coorg 
province. We agree with the Cliief Commissioner that, 
until local opinion has crystallized, it would be premature 
nnd unwise to take final decisions. We accordingly accept 
tno recommendation of the Commission against any present 
change. 

We accept the Commission’s proposal to give Coorg 
one elected seat in the Federal Assembly. We fully appreciate 
the distinctive historical traditions of Coorg as recalled by 
the Chief Commissioner, but wo see some difficulty in accept¬ 
ing his suggestion that this small province should also have 
one seat of its own in the Council of State instead of sharing 
a seat with Baluchistan and Ajmer-Merwara, as recommended 
by the Commission. The views expressed by the Chief Com¬ 
missioner on this point may however be further considered 
when the arrangements for the composition of the future 
Council of State are being made. 
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83. Machinery for constitutional ohanges.—Though wo 

accept the Commission’s view that the time has. not come for 
constitutional change in any of these four central areas, wo 
recognize that their existing systems of administration may in 
course of time come to require modification. We should hope 
therefore that there would be machinery in the constitution to 
enable administrative and constitutional changes to be made 
at any time in the foi-m of their government. 

BURMA. 

84. Separation recommended by the Commission.—^In 

their re])oi‘t the Commission discuss* at some lengtli llie future 
of Burma. They describe the nature of its present asso¬ 
ciation 'vith India, and express two main grounds for their 
belief that the two countries should now be separated. These 
two greiinds, which they state us cardinal considerations, are, 
first, the strength of Bnrman sentiment in favour of separa¬ 
tion ; and, second, the constitutional difficulty of giving to 
Burma a satisfactory place in any centralized system de¬ 
signed to advance the realization of responsible government 
in British India. Their examination of these two matters 
leads the Commissionf “ to the definite conclusion that noth¬ 
ing but the most overwhelming considerations could justify 
the continued retention of Burma witliin the* Goi'^ornment of 
India Having reached this view, they next proceed to 
coiisidoi* the main objections which have been raised, military, 
financial and economic. 

’J’lio Commission do not contest the argument in the 
Monlagu-Chelmsford report rluit Burma mustrcmain| “ part 
of the Indian polity ” for military reasons. They do not 
enter into questions of high stratogj’^; but, after emphasizing 
the limit of Burma’s interest in the defence of the North- 
Kast Frontier of India, they take their main point that^ “ they 
see no j’cason why it should not be possible to combine poli¬ 
tical separation with satisfactory arrangeuients in theTuili- 
tary si>here ”. Though they contemplate that the troops in 
a separated Burma would be under the control of the Got- 
criior ill all ordinary internal matters, they seem to have had 
in view close military co-ordination under some kind of 
unified control between India and Burma for the general 
puriioses of defence. 

The Commission accept Sir Walter Layton’s general con¬ 
clusion || that separation could fairly be effecte*^! in such a 
way as to do no financial injury to either country, and to leave 
Burma with adequate resources ”. 

tJoint Report, Para. 108. 
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They restrict their consideration of the economic conao- 
quenees td the effect of separation on Burma’s economic posi¬ 
tion and its economic relations with India, and suggest that 
mutual adjustments should be made by way of a trade conven¬ 
tion between the two countries to the advantage of both. 

The general view which the Commission reach from these 
conclusions is that there are no military, financial or economic 
objections of such weight as to amount* to “ overwhelming 
considerations ” sufficient to justify the retention of Burma 
under the Government of India. They accordingly make a 
definite recommendation that Burma sliould he at once sepa-, 
rated from India, and they suggest that a declaration .o that 
effect slionld be made as early as possible. 

85. Thp milita>ry problem.—In tbe short time at our dis¬ 
posal we have endeavoured to sux>plcment the Commission’s 
investigations into the probable military, financial and eco¬ 
nomic consequences of soi)aration by further departmental en¬ 
quiries on our own part. We take first the military problem. 

We do not here concern ourselves with questions of the 
garrison I'equired in a separatcul Burma; nor with the sources 
from which it s.hould he obtained ; nor again with such mat¬ 
ters as the nature and extent of such financial contribution, 
if any, as Burma might for oiu? reason or another be re¬ 
quired to make towards the defence of India. The broad 
issue whieh we phK*e Ix'fore ourselves is whether or not strate¬ 
gical considerations make it essential to maintain a single 
military organization niuior unified control for the de¬ 
fence both of India and Burma. Cii this broad issue the 
toclinieal advice which has l)een tendered to us by our col¬ 
league IHs Excellency the Coinmandor-in-Cliiof is that unified 
control is not essential. We are informed that there is no 
military reason wffiy each country should not possess its 
own separate defence organization. This advice immensely 
simplifies tlie problem with which the Commission were faced. 
It does not mean that difficult and comi>licated issues may not 
arise in determining the appropriate arrangements for the 
defence of Burma. Nor does it exclude the possibility 
of some measure of mutual co-ordination in the arrangements 
made for the defence of the two countries. But the advice 
tvhidh we are.given, and which we are disposed to accept,, 
goes far. to remove the military problem as in itself an 
obstacle to the separation of Burma. Moreover, it is wholly 
in accord with the representation made by the Govermnent of 
Burma themselves thatf “ separation should be complete, and 
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should extend to the military as well as to the political 
sphere ”, 

86. Financial considerations.— Our examination of the 
financial consciquoiicos likely lo arise from separation is neces¬ 
sarily incomplelo, but we enclose in the form of an appendix* 
a meiiioraiiilum prepared in our Finance Department discuss¬ 
ing various aspects of this matter. The calculations made 
by Sir Walter Layton in his note on the financial aspect 
of separation are examined and discussed, and the conclusion 
reached by the Department is that it would not he safe to 
accept at present the C onimlsshai’s iindiiig that separatiojj 
•could fairly be effected in such a way as to do no financial 
injury to India. At the same time, {iccordiug to the depart¬ 
mental view, separation could be brought about in such a way 
tlial; the revenue loss to India would not be of sufticient mag¬ 
nitude to make it a factor of overriding importance in coii- 
sidoriiig the pros and cons of separation. The reactions of 
separation in the financial sphere will not be confined lo its 
direct elVeets on revenue and expenditure. In eousideriug 
these reactions we wish to emphasize the great desira])iiity, 
if separation is to be carried out, of adjusting the relations 
between the two countries in a spirit of reason and mutual 
accommodation, so as ti* avoid as far as possible the ill-effects 
which might arise from so great a change in long-established 
prttciice. This remark applies equally to the economic conse¬ 
quences referred to in the next paragraph. 

87. Economic consequences.—We turn now to the possible 
economic consecpionces of separation. Hero we puss into a 
region where precise statements of the probable future posi¬ 
tion in ihc event of separation cannot be made. At jirescnt: 
the two countries come under a siiude economic system. The 
Commission have examined the question primarily from the 
aspect of the reactions of separation on the economics of 
Burma. They comment on the divergence of interests 
between India and Burma and mentionf that “ Burma in- 
crcasiugly feels that its own practical interests sometimes con¬ 
flict Avitb the policy wliich commends itself to the majority 
in the central legislature We are aware that some sec¬ 
tions of infinential opinion in Burma take the view that econo¬ 
mically their country suffers by its union with India, and that 
this coqstitutes a factor in the local demand for separation. 
But even if it were to be established that under existing 
arrangements Burma suffers some economic disadvantages 
wot directly offset by compensatory economic lieiiefits, this 
would not necessarily lead to a decision in favour of imme¬ 
diate separation. It would still be necessary to assess the 
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economic effect on India of a separated Burma. The most 
that we are able at present to say on this subject is that the 
economic effects may be considerable, but that, as suggesU^jl 
by the Commission, it should Ik* possible to secure the legiti 
mate interests of India by some such means as a trade cojj- 
vention on terms mutually advantageous to both couiitj’ios. 

88. Administrative aspects. —Into the more general as¬ 
pects of separation we have made similar departmental in¬ 
vestigation. No administrative objections have been broiiglit 
to onr notice of such moment as to affect a deci¬ 
sion on the broad question of policy whether Burma should 
remain a part of British India, or whether it should be separ¬ 
ated. If tlic political association of the two countries were 
to be terminated, it might still be fQund (fcsirablc by mutual 
agreement to retain common services for certain purposes. 
For instance, local difficulties in organizing scientific depart¬ 
ments corresponding to the Geological Survey of India, the 
Survey of India or the ^Meteorological lleparlnicnt could he 
mot by agreed arraugemeuts on a basis of payments made for 
services rendered. Any necessary co-operaiion, for instance, 
in agricultural, medical or forest research, could no doubt be 

, settled by negotiation. 

89. Separation accepted in principle.—The brief revie\V 
which rve have made of the military, fmuncial, economic and 
administrative factors leads us generally to the same con¬ 
clusion as that reached by the Commission, namely that, 
h»)\voYer important may be the practical consitleratioiis which 
are raised by the proi)Osal for .separation, ari l w^e do not dis¬ 
guise from ourselves the fact that the consofiiteuces may be 
far-reaching, Ihej*^ do not in themselves constitute any insur¬ 
mountable barrier. The separation of Burma can therefore 
be examined in the light of the broader considerations of 
policy adduced by the Commis.siou. In their first volume the 
Commission* set themselves “ to bring home to the British 
Parliament and the British people in what the.difference 
between Burma and the r®st of India essentially consists”. 
Tlio people of Burma are entirely different from the people 
of India. They come from a different stock and liave a 
diff(;i'en1; history. The former rulers of India never 
ruled over Burma. The country in which the Burmese 
live is geographically distinct from India and is cut 
off from it by sea, mountain and jungle. These state¬ 
ments by the Comrais.sion of the differences between the 
two countries supply the fundamental argument in favour of 
BeT)aratiou, an argument: wdiich develops greater strength 
with each .step fo^w^'^rd that India takes on the road to self- 
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government. The Commission describe the difficulties of 
Burniese representation in the central legislature, and the 
disabilities from which the few Burman representatives must 
necessarily suffer in a body preponderatingly Indian in its 
composition and its outlook. We accept their description and 
we. recognize the difficulties. But the real argument for 
separation is that in the words of the Joint Report^ “ Burma 
is not Jndia For that reason the growing volume of 
Burmese sentiment in favour of separation is now diflioult 
TO resist. Since the publication of the Commission’s report 
the Burma legislative council has again expressed itself 
unequivocally in favour of separation, and in their letter the 
Government of Burma acceptf as “ iiinniestioiinbly correct ” 
the estimate of Burmese opinion made by the Commission.t 
We accordingly endorse the view expressed by the 
Commission tliat, so far as there is x)ublic opinion in 
Burma, it is >trongly in favour of separation. Assuming, 
therefore, that an equitable financial settlement will be made 
between the two countries, and that their respective economic 
interests will be safeguarded by arrangements wdiich W(i liope 
may be mutually advantageous, we support in principle the 
proposal that Bimna should now he separated. At the same 
time we feel strongly that it i.s a matter regarding which 
Indian opinion should have ample opportunity to declare 
itself, and we would not ask His ]\[aiesty’,s GovcriiTneiit to 
come to any definite- decision until there has first been full 
discussion of the whole question at the Round Table Con¬ 
ference. We accei)t the view of the Commission that there 
is nothing to be gained by postponing separation to any later 
stage in the coTistitutional growth of British India. If 
separation be r.ccepted in principle, the present _ re¬ 
vision of the wliole constitution of government in British 
India supplies the appropriate occasion for making the 
change. 

90. All early declaration of policy.— The Commission 
suggest that an announcement should be promptly and pub¬ 
licly made that the policy of separation of Burma from British 
India has been approved, and that consideration will at once 
be given to the question of the new constitution of Burma, 
and to the adjustment of the many complicated and important 
matters'Which must arise during the period of transition. 

As we have just indicated, we do not contemplate that any 
public declaration should be made b|^fore the question of the 
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separation of Burma has been considered by the Bound 
Table Conference. There may even be difficulties in making 
an annoiinceincnt before Parliamentary approval ha-j been 
obtained. This, however, would be a matter between His 
Majesty Government and Parliameiit. The point with 
which we are concerned is to invite attention to the emphasis 
which the Government of Burma lay nxjon the need for ex¬ 
pedition, in order that a new constitution for Burma may 
come into being at the same time as the new constitution 
for British India. In view of the large issues involved, we 
have some doubt whether this will in fact be possible ; but, 
assuming that the general case for separation is established, 
we agree both with the Commission and with the local Gov¬ 
ernment that an early declaration of policy is desirable to 
enable enquiries to be set on foot without avoidable delay, in 
order to effect the separation as nearly as may be simulta¬ 
neously wi{h the introduction of the new constitution in 
India. 

91. The machinery for enquiry. —We have mentioned that 
large issues are involved, and wo shall endeavour to give 
a couiKsc.ted view of the general nature of the enquiries 
which seem lo us likely to l)e necessary before separation can 
]jo carried into effect. In such an ev'ent, then' AvonUl be three 
classes of matters to be considered. In the first place a now 
constitution for the separat<j(l Burma would he required. 
Secondly it Avould bo necessary to separate the finances of the 
two countries and to dotermiiu^ in otlier ro.s])ects their mutual 
rights and obligations. And, lastly', there are all those 
arrangements which may require to bo made by agreement 
between two separated countries, arrangements, for instance, 
relating to commercial and trading conditions. The most 
that we can attempt at this stage is to sketch in outline the 
machinery which may be necessary for the investigation of 
these several matters. 

92. A constitutional commission. —The CVimmission na¬ 
turally do not themselves undertake to elaborate a con.stitu- 
tion for Burma because, as they say, suggestions from 
authoritative quarters are not as yet forthcoming, and until 
the main question is settled, the consequent readjustments 
are hypothetical. But they indicate* that they do not con¬ 
template that the framing of a now constitution for Burma 
would be undertaken Avithout full consultation on the subject 
Avitli those having special knowledge of the working of the 
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present government, or until after further enquiry into local 
conditions and opinions 

We should not anticipate that there could be any difference 
of opinion on the necessity for appointing some authoritative 
ad hoc body, whether commission or committee, to report upon 
a new constitution for Burma. Conflicting views may 
be held regarding the exact nature of this body. The 
Government of Burma set out two alternatives, either en¬ 
quiry by a Parliamentary commission appointed by Royal 
Warrant or enquiry by a committee in which Burmaiis 
would bo included. For reasons given in their letter the 
local OoveriiTnent prefer the former method, but would make 
provision to associate a select committee of the Burma 
legislative council with the work of enquiry both in Burma 
and in England. We do not ourselves feel called upon at 
this stage to express an opinion on these alternatives. But 
there is a considerable Indian population resident in Burma; 
and Indian capital and labour play an important part in 
Burmese business. The Government of India could not there¬ 
fore disclaim all concern in the framing of a new constitution 
for Burma, and we would expect that in the process of enquiry 
Indian opinion would be given adequate opportunity to be 
heard on all matters touching Indian interests in Burma. 
These, however, arc matters into which we need not now enter. 
Our immediate intention is to atfimi the need which, in 
the event of separation being accepted, will at once arise 
for full and specific enquiry into the fi-arning of a new con¬ 
stitution for Burma, a problem which has not yet been 
examined, 

Wliile we limit ourselves to stating this broad proposition, 
there is otig matter of particular importance ri.'latiug to the 
terms of reforcjice to bo given to- those entrusted with this 
responsible task, on which the local Government comment, 
and to which w(5 invite attention. When the announcement 
of Augnsi 1917 was made, Burma was, as it now is, a part 
of British India. The progressive realization of responsible 
government was promised to Burma equally with the rest of 
India. It is important that the pledge then given should he 
re-aflRrmed to a separated Burma. In some quarters doubts 
have been cast on the motives alleged to underlie official 
support to the policy of separation. If for no other reason, 
a clear statement of the continuing policy of His Majesty’s 
Government should, in the event of separation, be publicly 
made in ordf*r to act such doubts at rest. We agree with the 
local Government that the point, which was not overlooked 
by the Commission,* can probably best be taken in the terms 
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of reference given to the commission or committee appointed 
for the purpose of the constitutional enquiry. We do not pro¬ 
pose to discuss tlie'lines on which this enquiry should proceed, 
but the organization of the defence of Burma will be a matter 
in which, as near neighbours, we may be expected to possess 
a continuing' interest. For that reason, as also because of the 
present association of the two countries, we assume that the 
body charged with the constitutional enquiry will obtain the 
views of the military authorities in India on this question. . 

Lastly, before we pass on, we take this opportunity to 
state our agreement wth the opinion* expressecl by the Com¬ 
mission that, if separation takes place, the Governor General 
of India should cease to have any official responsibility towards 
Burma, and Burma should have a Govonior of its own not 

subordinate to the Governor General. 

• 

93. The financial settlement. —The . general financial 
aspects of the separation of Burma were examined by Sir 
Walter Layton in an api)cndixt to Uie report. We have alreadj- 
mentioiiod liis general conclusion, which the Commission 
accept. Hint separation could fairly be effected in such a way 
as to dn no fiiiunciul injury to either country, and to leave 
Burma v,’ith adtwpiate resoin'ce.>, and we have invited atten¬ 
tion to the rather more cautious autici])atiou of the probable 
position made bv our own Finance Department. Tho 
erimient nf Burma state that wliih' they do not accent the 
assumptions made by Sir Walter Layton, they accept his 
general conclusion that there ift no strong financial olqection 
to separation. 

It is cl(‘ar that tlie separation of the linances of the 
country will raise extremely difficult issues, requiring close 
expert analysis, in the decision of which it will bo essential 
to hold ail even balance between what may be conllieting 
claims. We agri-o with the local Government that the best 
method of approaching this diffieidt ])rob!<>ni is to endeavoqr, 
by mutual co-operation between th i Government of India and 
the Governmoiit of Burma, to draw up an agreed statement 
of the case for reference to an impartial tribunal. The sub¬ 
jects requiring settlement will be of a tecbnical nature, and 
will include, besides the normal questions of the adjustmpt 
of revenue and expenditure, such matters as the allocation 
of debt charges and the adjustment of cuiTency arrangement^ 
No constitutional commission could deal satisfactorily with 
these questions, for its functions would be entirely different, 
as also its probable nj iethods of enquiry. In arnving at a 
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fiaaucial settlement the main point to be considered is the need 
for satisfying public opinion in both countries that each is 
being fairly treated. Indian public opinion would watch this 
aspect of the arrangements very jealously, more particularly 
the allocation of debt burdens. We beUeve that a committee 
of the Privy Council would be the sort of tribunal most likely 
to satisfy Indian opinion. Their decisions could be given on 
evidence placed before tliem, assisted l)y expert mtnesae.s, 
or possibly assessors, from .India and from Burma. 

94. Trade agreements.—There remain the matters to be 
settled by agreement. Those which we have principally in 
view are connected with trade and commerce between the two 
countries. It might be argued that the consideration of these 
aspects of the problem could bo left over until separation is 
effected, a linancial settlement reached, and a new constitu¬ 
tion for Burma inaugurated. The contrary view might be 
taken by Indian critics, that Indian o})inion would only agree 
to separation subject to satisfactory arrangements being 
made on sucli matters. We do not ourselves consider that 
this attitude could be sustained, but we recognize that the 
knowledge that lintia and Burma were agreed to work to¬ 
gether to their mutual advantage in regard to these questions 
would facilitate the discussion of the overriding issue of 
separation. We therefore agree witli the local (jovernment 
that in the treatment of these ([uesiions, as in the collection 
of material on which to reach a financial scttloinent, tlie ground 
should be prepared and endeavours made to establish without 
further delay au agreed statement of facts to serve if possible 
as a basis for fntii!*e arranements, which, the two (J^o^'ern- 
ments, as they stand to-day, should agret; to accept. 

95. Summary.—After accepting separation in principle, 
we have in these paragraplis attempted to indicate in very 
general terms some of the more important issues involved, 
and to suggest machinery for their treatment. Should the 
policy of separation he adopted, those matters will require a 
very much closer examination in detail than it would bo pro¬ 
fitable for us to give them at the present stage, while the 
acceptance of the policy itself is still hypothetical. 

THE. CBNTEAL EXECUTIVE. 

The conditions of the problem.—We come now to the 
central Government and the main problem which it presents, 
namely, the nature of the central executive and# its. 
relations with the legislature. In considering the form of 
goverintfent at the centre it is necessary to remember that 
we are engaged in a process of transition from a system 
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of bureaucratic administration towards fuU responsible gOT- 
emment. The process may be said to have commenced a» 
soon as legislature containing an elected non-officiarelement 
was sot up. It has been developed by successive 
increasc?s in the elected element in tln3 legislature and in the 
powers that the elected element enjoys, and also by the 
inclusion ot‘ non-official Indians in the central •executive. We 
liave already exidained lliat in our view the time has not 
yet come for the final comijlction of this process, and that 
the present period of transition requires the continuance of an 
effective partnership between Britain and India. A 
partnership involves on both sides some measure of accom¬ 
modation and compromise, ami there is always a danger that 
it may lead to division of opinion. Nevertheless it is clear 
that on no other principle can we expect to devise at this stage 
a form of government at the centre which will provide for 
the essential interests and responsibilities of Britain, and 
at the same time give scope to ilie reasonable demands and 
aspirations of India. 

97. The existing form of government.— It may be con¬ 
venient at the outset to recall the framework of the existing 
structure of government at the centre. The Governor General 
in Council is responsible in all matters to the Secretai^ of 
State. The members of the executive Council are appointed 
by the Crown aiid three of them must bo persons who 
have been for at least ten years in the service of the Crown 
in India. The legislature consists of two chambers, of which 
the first contains a sidislaulial majority of elected members, 
though the nominaled eleuiont consisting of 26 ofiicial mem- 
bors'and 14 iwm-officials, is of sufficient size to play a veiy 
important part. The non-official Indian members of the 
Governor General’s Council hav'e not been drawn from 
the existing legislaUire and do not depend for their 
position on its support. The Government endeavour to 
accommodate their policy so far as circumstances permit to 
the views of the majority of Ihe legislature. But this does 
not obscure the fact that liltimalely tb<‘y arc responsible to the 
Secretary of State, and that u the las,t resort there are 
special powers bv which they can secure what they deem 
essential in the matter of legislation or supply in spite of 
the opposition of the legislature. 

98. The working of the existing system.—Unity in the 
executive. —In onr view the main conditions of a strong Gov¬ 
ernment on the lines which have alreadv been drawt 
irrevocably for India are, first, internal pity in the execu¬ 
tive, second, harmony between the executive and the legisla¬ 
ture and, third, a sufficient backing from public opinion.^ 
We propose to consider in the first plnco to what extent these 
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conditions are at present realized. The existing system pro¬ 
vides adequately for the first condition, iialnely, internal unity 
in the executive. All the members of the Governor Generates 
(Jouncil are appointed by the Crown. An Indian member of 
Council may have made his name in political life, but on 
appointment ta the Council he would be regarded as a tem¬ 
porary official, more amenable perhaps to popular influences 
than an ordinary official, but standing apart from the legisla¬ 
ture, and for the time being lost to popular politics. The 
executive thus retains its unity. 

99. Relations between executive and legislature.—^The 
second condilion however, namely, harmony between executive 
and legislature is on this very account most difficult to realize. 
There is no effective link between them, and it is important 
to see whether their mutual I'clations are such as to avoid 
embarrassing the Government as a whole. The Commission 
would almost, seem to suggest an affirmative answer. It is 
true, as they point out, that a large number of Gov('nimont. 
measures have been passed by the Legislative Assembly, 
and that, though many of these are of subsidiary iiitt'rest, 
some have been of great importance. It is necessary, 
however, to look heJow tlie surface. If the working of the 
system is analysed, it,will ])e found that an appreciable 
amount of non-controversial business is got f hrough by agree¬ 
ment ; that in matters important in themselves, but which do 
not seem to the executive to he in eouflict with its vital 
responsibilities, the executive? is i)repared to let its decisions 
he largely guided by the views of the legislature, and tiuit in 
matters which raise issues affecting the essential responsi¬ 
bilities of the executive, the latter is s(»metimes able with the 
foundation of a nominated official and non-official element 
totalling 40 out of 145 members to-secure sufficient support 
from other groups to got its own way by a bare majority and 
after acute controversy. But there are occasions when the 
executive fails to carry in the legislature measures which it 
regards as of the first importance, and there arc other occa¬ 
sions when it feels that certain legislation, even if not of an. 
essential character, ought to he imdertaken, but knowing that 
there is no chance of carrying it, refrains from introducing 
it. Thus, although at first sight it might appear that the 
executive is usually able to carry its measures, the real situa¬ 
tion is that in any controversial issue the Government can 
seldom he certain of securing the support of the ma.iority of 
the Assembly. It is true that their executive powers are un¬ 
impaired, though they are subjected to inevitable a)id cease¬ 
less criticism. But the difficulty of ensuring a raojority in 
the Assembly may frequently be a source of embarrassment 
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in projects of legislation or jn obtaining supply. In these 
circumstances it is unlikely that what we have described as 
the third condition of a strong Government should be realized^ 
nanaely, a sufficient backing from public opinion. Indeed, as 
we indicate below, controversies in the Assembly definitely 
tend to injure the credit of the Government in the country. 

100. Causes of lack of harmony. —It is no part of our case 
to impute the blame for these conditions either to the 
ojcecutive or to the legislature. It is merely a practical 
illustration of a familiar feature of representative goveni- 
ment of this type, where an irremovable executive is con¬ 
fronted with a popular Assembly in which it can command 
only a minority of votes. Personal influence and a spirit of 
goodwill may do something to mitigate the tendencies which 
make for disagreement between the executive and the legisla¬ 
ture. Rut th(‘ lencleneies themselves are inherent in the 
system. On the one hand there is.a legislature with a 
Substantial majf»rity of elected members entrusted with wide 
powers but with 7io real responsibility. The legislature can 
and does in many matters inflnenca* ])rofoundly the policy 
of tlie executive. But it can hardly feel that the policy is 
really its own. It cannot secure that those who determine 
policy slioid<l be in general synnpathy withdts views, nor can 
it be called upon to assume responsibility for the action whicii 
it recommends. In these circumstances it is natural that con¬ 
siderable elements in tlie legislature slunild develop primarily 
au attitude of destructive criticism and find themselves in 
constant conflict with the executive, partly on the merits of 
particular proposals, and partly as a protest against a p(»sitioi\ 
which they resent, and from which they can only hope to 
escape by nnderminiiig and v.enkoning the authority of the 
executive. Tlui executive on the other hand, while it retains 
its normal powers of exeeuth'e aiition, and is oven able in 
emergencies to override the deei.sions of the legislature in 
matters of legislation and supply, nevertheless suffers from 
the loss of public credit and confidence which result from 
conflict with tlie legislature. Pu die opinion counts every year 
for more and is expressed in an increasing degree in the 
legislature, where it finds a conspicuous platform for the 
purpose of extending its own influenee and denouncing the 
policy and action of Government. Conversely the criticism 
of the executive by the elected members in the Assembly, 
cfiavactorized as it not unnaturally is by the normal ex.'iggera- 
tions of political controversy, receives wide publicity 
and suppoH in the press throughout India, and so magnified 
has tended to generate feeling and friction. The Statutory 
Commission refer rightly to the danger of the authority of . 
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Government being undermined by continuous and unjustifiable 
attacks. Publicity is suggested as a corrective, but satisfiic- 
tory publicity for a Government placed in the position we 
have indicated above is difficult to secure. The only effective 
remedy is to enlist a greater degree of popular support. 

101. Outline of proposals of the Commission. —^Having 
given a general picture of the existing constitution at the 
centre and the way in which it works, we have to consider 
against this background the proposals of the Commission for 
the future. The Commission suggest no change as regards 
the responsibility pf the Governor General in Council to the 
Secretary of State, and they liave been unable to propose 
any definite restriction of the field in which the Secretary 
of State will exercise his powers. In all matters, with the 
exception of those covered by the fiscal convention, the prin¬ 
ciple of which, however, they do not approve and would not 
extend, the Commission contemplate that the Governor 
General in Council will remain subject to the orders of the 
Secretary of State. The Commission further insist* in 
very emphatic language on the unity of the Council. “ Unity 
ill the eeidral executive must be preserved at all costs ”, 
They propose to continue the requirement that three of the 
members of tlie Governor General’s Council should bo persons 
who have boon for at»lGast ten years in the service of the 
Crown in Lidia. They put forward, however, two im[)ortant 
suggestions in connection with the appointment of members of 
the Council. In the first place they suggest that the members 
should be appointed by the Governor General instead of by 
the Crown, and in the second place they suggest that some of 
the members of the (council should be taken from among the 
members of the legislature. At the same time Ihoy propose 
changes in the composition of tlie legislature wiiich might 
have far-reaching effects. They contemplate that the 
Assembly should be composed by indirect election from pro¬ 
vincial councils, that its numbers should be raised from 145 
to something between 250 and 2H0 and that the official element 
should be reduced from a total of 26 to 12, to which would be 
added the members of the Governor General’s Council. We 
discuss the general question of the substitution of indirect 
election for the present direct method when we come to deal 
with the central legislature. But it is in point here to observe 
that there is little ground to anticipate that this change 
would produce a legislature of which it could he predicted 
that it would work harmoniously with the executive 
contemplated by the Commission. In any case it* is evident 
that those proposals would completely change the balance of 
the legislature, and that the pro|K)rtion which the official 
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element bears to the whole would be so small that it would 
be unable to exercise any appreciable influence. 

102. Implications and consequences of these proposals.—^It 
is necessaiy to examine fully the implications of these pro¬ 
posals. Such an examination appears to indicate that in 
practice they can hardly produce the strong central Gov¬ 
ernment which the Commission desire to see. Indeed they 
carry a stage further a process which we consider has al¬ 
ready reached the limits of safety. The policy pursued in 
the pa.st ill developing the constitution has been to make suc¬ 
cessive advances in the legislature, while maintaining more 
conservative treatment in the (*xocutive. That may have been 
a wise course as a matter of political education, but in other 
respects it has had consequences not salutary. As we have 
pointed out above, it has tended to foster irresponsible cri¬ 
ticism in the Assembly, and placed the executive in a difficult 
position. A stage Inns now been reached when the appropriate 
course appears to be to endeavour to bring the development in 
the legislature and the executive into closer co-ordination. 
We sliould therefore prefer to pursue a somewhat more 
cautious policy in regard to the legislature, and to consider 
whether it is liot possible to contemplate some, development of 
the Cominission’.^'piop'-yals fitr the executive in its relations 
on the one liand t«) tin* Secretr.ry of State and on tiic other to 
the legislature, which would afford promise of more favour¬ 
able cundiiions tlian these proposals, as they have been gene¬ 
rally' undro’stood, woidd appear to contain. Under the pro¬ 
posals yff the Commission we fear the executive would find 
itself constantly faced witli the dihunma cither of conflict with 
the legislature, under conditions in which it could never ex¬ 
pect a majority, or of subordination to the views of the logis- 
laturo. The answer suggested h}' the Cominissioii to this line 
of comment is that in fact (xovernment T)olicy will be pro¬ 
foundly affected by the action of the legishituro, and that ibo 
executive will to an increasing degree' bo responsive to the 
will of the members of the Assembly This doctrine of ** res¬ 
ponsiveness ” is one to wl ich we ourselves attach great 
importance, but it must be recognized on the one hand that it 
cannot be applied Avheu the popular view is in opposition to 
the policy which Parliament considers it necessary to pur¬ 
sue, and on the other hand that when it is applied consistently 
it approaches very near to responsibility. Eesponsiveness to 
the legislature is difficult to combine with a strict adher¬ 
ence to the principle of responsibility to Parliament,.over the 
whole field. We shall deal with the matter more fully later. 
At this point we only wish to suggest that the difficulties in¬ 
herent in the situation would be greatly enhanced by consti¬ 
tuting the executive and the legislature on principles which 



94 


would widen the gap between them. We do not deny that 
there must in present conditions remain an' appreciable 
degree of incompatibility, but our aim should be to reduce 
that incompatibility so far as circumstances permit. If, as 
we hold, the Commission were riglit in taking the view that 
the present popular character of the legislature should not bo 
impaired, any adjustment must be sought in revision of the 
composition of the executive or of its responsibilities. In 
regard to the latter point we have already suggested that it 
may be possible for Parliament to restrict its interest to cer¬ 
tain definite purposes, a course which would have im¬ 
portant effects on the relations of the central executive and 
its legislature. In regard to the form of the executive it may 
be that, in order to obtain a greater degree of harmony with 
the legislature, we shall have to sacrifice something of its in¬ 
ternal unity. We do not fail to realize the great importance 
of effective unity and shall endeavour in any suggesfions we 
make to promote its retention in the greatest degree possible. 
But we do not think that all other considerations can be sac¬ 
rificed to the attainment of this one object, or that internal 
unity in the executive without any degree of harmony between 
the executive and the legislature will yield a strong or even 
a tolerable Government. 

103. The possible methods of sharing power.—Exclusion 
of certain functions from the field of the central Govern¬ 
ment.—Wo have made it plain that in our view coiulitions at 
the centre involve an inevitable duality or sihariiig of T)ower 
between Parliament and the Indian legislature, and Ave now 
proceed to consider (he various constitutional forms by Avliich 
this essential fact might receive expression. The most ex¬ 
treme and rigid method would be to exclude certain subjects 
from (he purvieAv of the Indian legislature, and to administer 
them in unqualified responsibilit/to the will of Parliament. 
As a means of dealing Avith strictly limited problems for very 
special reasons it deserves consideration, and we shall discuss 
])elow the proposals made by the Statutory Commission for 
excluding from the sphere of the Governor General in Council 
the administration of the army, and the exercise of para- 
mountcy in regard to the Indian States. But the objections to 
any considerable extension of this system are ohvions. Con¬ 
stitutionally it may be distinguished from dyarchy in that in 
the main sphere of government there Avould be no division. 
But if the exclutled sphere wore appreciable there would 
really belwo Governments, and that is clearly not an arrange¬ 
ment which could be contemplated. Moreover, even if the 

excluded sphere is limited, such a plan involves a separation 
of the funclions of government to which there are substantial 
objections. 
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104. Exclusion of rights of paramouutcy in relation to 
Indian States.—Tlie specific proposal, however, made by tlie 

' Coimmssion that in future the Viceroy, and not as at present 
the Governor General in Council, should be the agent of the 
Paramount Power in its relations with the Princes, appears to 
us to rest on a sound basis and has our full support. We 
give in detail later the reasons on which this conclusion is 
based. It is sufficient at this [loint to state that we regard the 
exercise^ of paramouutcy over the States as not one of the 
natural functions'of the Government of British India, and 
we recommend accordingly that it should be vested in the 
Viceroy alone. 

105. Suggested exclusion of defence.—The Commission 
have, proposed, for special reasons, that the problem of the 
defence of.India should also be solved on the lines of exclu¬ 
sion. They suggest that a definite agreement might be 
reached between India and Great Britain, acting on behalf 
of the Empire, whereby the forces composing the existing 
army in India w(nild no longer be under the control of tlie 
Onvenimenl. of India, bid would bo under an Imperial .^utho- 
rity, which would naturally be the Viceroy acting in concert 
with the Oommaiider-iu-Chief. The Imperial authorities 
v;ould undertake the o]>ligations of Indian defence in return 
for the continued provision of definite facilities as to recruit¬ 
ment, areas, transport and other matters. It is suggested 
that there would be an equitable adjustment of the burden of 
finance, a contribution subject to revision at intervals being 
made from Indian revenues, while it is foreshadowed that the 
balance of the expenditure would be home by Great Britain. 
The central legislature would not vote the annual sum re¬ 
quired for the army, tlie appropriation of which would be 
authorized by certificate of the Governor Genei’ab It is sug¬ 
gested that a committee on army affairs should be constituted, 
on which the central legislature would have representatives, 
for the purpose of discussing and keeping in touch with 
military questions. The military adn.iiiistration would have 
to be secured in all necessary coi.trol over its own dispositions 
and arrangements, and Avonld have the right to demand the co¬ 
operation which it now enjoys from the civil authorities. 
We examine elsewhere the more practical administrative 
aspect of these proposals. At this point we confine onr- 
sel\'es to a consideration of the scheme in’Tegard to its con- 
stitutioual implications. 

106. The constitutional aspects of this suggestion.— The 

Commission have boon greatly impressed by two incontest¬ 
able facts. The first is that the defence of India involves 
interests in which the whole Empire is concerned. 'I^e 
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second is that, though we look forward to a future iti which 
India will assume responsibility for her own. defence, for 
the present and for many years to come the defence of 
India must rest on an army which includes a large British 
element. From these two facts the Commission draw the 
.conclusion, which we fully accept, that Parliament cannot 
*now or in any future which is Avithin sight divest itself of 
all responsibility for the army in India. The Commission 
view this conclusion as involving an obstacle in the way of 
progress to full responsibility. We agree' that the problem 
01 defence is the most serious difficulty that stands in the 
way of India’s attainment of fully responsible self-govern¬ 
ment, and that it is likely to continue longest. But at the 
moment it is by no means the only difficulty, and we think it 
IS important not to suggest that its removal would at once 
clear the way to fully responsible government over the rest 
of the central field. It is evident that that is not the view 
of the Indian Statutory Commission. On the contrary, 
according to their plan, after the exclusion of the army from 
the sphere of the Government of India, that Government 
would still remain irresponsible to the legislature. It is 
doubtful therefore whether under this proposal of the Com¬ 
mission there would be any immediate gain to India’s consti¬ 
tutional progress, and we are somewhat apprehensive of a 
premature decision. Conditions do not remain static, and it 
seems to us not impossible that, by retaining the army for 
the present under the control of the Government of India, a 
workable partnership in its administration may gradually 
bo evolved by moans of the natural processes that we hope 
to see set up by the new constitution. On the other hand we 
do not in any way ignore the advantages promised by the 
proposal, even if the full effects of these might not be imme¬ 
diately felt, and Ave are of opinion that so far as concerns its 
constitutional aspect, much must depend on the attitude of 
Indian opinion. If that opinion expressed itself definitely 
in favour of the idea, we should certainly recommend that it 

should be further examined. 

« 

107. A scheme contingent on exclusion of defence.— -In this 
connection one of our number wishes to draw attention to a 
scheme which in his view would deserve careful consideration, 
if it we’re found possible in agreement with Indian opinion 
to place the administration of the army and the defence ot 
India in the hands of the Governor General. With this 
barrier to constitutional advance removed, he suggests that u 
form of central executive might be considered vmich Would 
make feasible a considerable measure of responsible 
government. The scheme would recognise fully the 
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concern of Parliament for securing certain purposes 
which we Jiave described, elsewhere, and the principle 
Would be that after providing means whereby the duty 
resting on Parliament in respect of -such matters inight be 
discharged, responsibility for the rest of the administration 
would pass to ministers answerable to the legislature. 
The feasibility of the scheme admittedly depends in the first 
place on an agreement by British and Indian opinion to 
remove the administration of the army from the province of 
the Government of India and place it in the hands of the 
Governor General. With the elimination of this responsi¬ 
bility and of the exercise of paramountcy over Indian States, 
which we have already recommended should be the function 
of the Viceroy and nut of the Government of India, it is sug¬ 
gested that the way would be loft open for the functioning of 
a unitary Oahinet, responsible to the legislature and adminis¬ 
tering all the remaining departments of Government, but 
subject to the overriding control of the Governor General in 
all those matters in which Parliament found it necessary to 
maintain its responsibility, l^liongh the administration of all 
subjects, except tho two which would be excluded from the 
functions of the central Government, would he conducted by 
^ministers chosen from and responsible to the legislature, the 
ministers would in cases which aftoct the responsibility 
reserved to Parliament he subject to the exercise by the 
Governor General of extraordinary powers of direction and 
veto, h’or the effoctivo (*.\<'jcise of tlm power.s reserved to 
the Governor General, it would bo necessaiy that he should 
be suitably advised. It is suggested that one way in which 
this purpose could he served would ho through the appoint¬ 
ment of two or, if found necessary, more advisei's of suitable 
experience and standing, who would be charged with the 
special duly of pointing out whoa a course of action or 
aDstontion from action was calculated adversely to affect the 
interests which it was the duty of Parliament to safeguard. 
Such advice would ho toii(lere‘d ni the first instance to the 
minister concerned, and in tho event of the minister’s refusal 
to accept it, it would he for the Governor General to decide 
either forthwith, oi- after cousultation with the Secretary of 
State, whether the occasion demanded the exercise of his 
special powers. With the secretaries in the various depart- 
, iheiits would rest the duty of seeing that all important qnes- 
‘tioiis, even remotely likely to impinge on the sphere in wliich 
• parliament maintained.its responsibility, were submitted to 
the .miuisters tbrcuigh the advisers, who "would thus be in con¬ 
stant Toutdi with tho important day to day administration of 
defJartments. Finally, the Govembr General would be armed 
With the powers requisite to enforce a decision both in the 
field of legislation and finance, and the ultimate power of 
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suspending the constitution would also be a necessary corol¬ 
lary. it would be specially necessary to provide for the 
responsibility of Parliament in the financial field. The re¬ 
payment of the public debt of India and the interest thereon, 
the charges duo from the Indian exchequer for the cost of 
Indian defence, the pay and pensions of officers appointed 
by the {Secretary of {State, would all need to be specifically 
provided for by making them a first charge on Indian reve¬ 
nues, and the management of the currency would need to be 
eiilriisled to a reser\’'e banlc suitably constituted and placed 
on a statutory basis. The fulfilment of certain conditions, 
such as the establishment of a reserve bank of this character 
and the constitution of a statutory authority for the control 
of railway's, would precede the inauguration of such a consti¬ 
tution. Tlieso preliminaries, which Avould be of a definite 
and specific (iharacior, need not' however relegate its intro¬ 
duction to an indefinite or unreasonably distant date. 

It is recognized by our honourable colleague that it is 
possible to urge objections, not without force, to such a 
consiitul jonal project, and to express doubts, not without 
justification, as to its operation in practice. The important 
question, however, in his opinion is whether on the one side 
the proposal to confine tlie limits of Parliamentary inter¬ 
ference within as narrow boundaries as possible, and the 
manner of its exercise, would find acceptance, and on the 
other whether certain inevitable limitations of authority 
would meet wilh acquiescence. The advantage claimed for 
the scheme is that it permits of a unitary Government at the 
centre, of a healthy development of parliamentary life, pro¬ 
cedure and conventions impossible under any dyarchie scheme, 
and that it goes a considerable distance on the road to self- 
government without the sacrifice of essential interests and 
without embarking on a course which in case of necessity 
would not permit of reconsideration. Further constitutional 
development would need neither fresh legislation nor fresh 
sanction from any authority. Given good sense and goodwill 
on both sides, progress would be automatic and would take 
the shape of the non-exercise of the Governor GeneraPs 
powers of control, which would alone stand in the way of 
complete responsible government, except in so far as tbq 
army was concerned. 

Our* honourable colleague makqs it plain that his plan 
is contingent on the acceptance by Indian opinion of some 
arrangement in regard to the army on the lines adumbrated 
by the Statutoiy Commission. So far as Indian opinion has 
yet disclosed itself, we see little prospect Of any SUcIl arrange¬ 
ment'being aeceij)ted. "We do not tberefore tO 
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examine the practical difficulties which under such a schen^ 
might arise Doth in connection’ with the administration of 
finance and the maintenance of the ultimate responsibilities 
for law and order throughout the country. At this stagp 
we merely state the scheme. If, contrary to our expectation, 
Indian opinion were prepared to accept the suggested exclu¬ 
sion of the army from the functions of the central Govern¬ 
ment, it would be necessary to examine more closely these 
difficulties and the general implications of this method ctf 
approach to the problem. 

108. The solution of dyarchy.—The second possible method 
of meeting our difficulties is to introduce into the central 
Government the system of dyarchy. It might appear strange 
if dyarchy were adopted at the centre at a time when it 
fallen under popular condemnation in the provinces and 
there being abandoned. Nevertheless, we must remember 
tliat in part at least its condemnation in the provinces was 
due to the fact that it Avas only a half-way house, and in tfio 
centre we are admittedly concerned to find some constitu¬ 
tional form which will permit of a sharing of power. Further, 
we have to take account of the fact that the Indian Central 
Committee hav(» recommended the introduction of dyarchy 
in the centre. We miist therefore examine fully the case for 
and against it. 

109. Examination of dyarchy.—^Dyarchy is the strictly 
logical solution of a situation in wliich it is desired to base 
the authority of Government in different matters on two 
different sources. Tt can be claimed that it constitutes a 
frank recognition of the facts. There is no ainbi^iity as to 
where the responsibility for particular decisions lies, and no 
blurring of the edges. It is a system plain and precise. And 
because it eliminates ambiguity it enables each side of the 
Governinenl to pursue its policy unembarrassed, in a politi¬ 
cal sense at least, by the decisions of the other. But, how¬ 
ever valuable dyarchy may have ])eeT> in the provinces at the 
inception of the reforms, in practice it is obvious that a 
division of the Government into two halves charged with 
responsibility to different anthoritios is at best an incon¬ 
venient plan. Tt is easier to divide a Government on paper 
than it is in actual working, and when dyarchy was introduced 
in the provinces it had to be recognized that special devices 
were necessary to promote the eo-operation of. the two parts 
which had been formally divided. The Statutory Commission 
in their review of the working of the provincial constitutions 
are disposed to think that the,object with which the system 
was established, namely, to make plain the responsibility of 
the two sides of the Government, was in fact very imperfectly 
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attained. *“ The intention of dyarchy ” they remark “ wa» 
to es,tablish within a certain definite range responsibility to 
an elected legislature. If this intention is not carried out, the 
justification for the constitutional bifurcation and for all the 
complications which it brings in its train is difficult to find 
If, on the other hand, the responsibility on one side to Parlia¬ 
ment and on the other to the Indian legislature were con¬ 
stantly empliasized, the task of reconciling these two distinct 
sources of power would be likely to prove increasingly diffi¬ 
cult. Ministers would be bound to concentrate on the res¬ 
ponsibility -winch they owed to the Indian legislature and 
disregard the embarrassment which their policy might be 
causing to the reserved side, for the successful working of 
which they had no responsibility. If for instance, in the 
central Government commerce w^ere a transferred subject, 
and finance reserved, it might well happen that a poxjular 
policy in the Commerce Department in regard to tariffs 
might have the most serious effects on the general finances 
of the country. Nevertheless, if responsibility for the tariff 
p(»licy had been formally made over to popular control, 
while resifonsibility for the general finances of the country 
was reserved in official hands, there w'ould be little induce¬ 
ment for the popular ministers to moderate their commercial 
policy and serious friction would be likely to develop. IGx.- 
perience seems to show that it is difficult to work iit water¬ 
tight compartments. If the endeavour is made, the system 
will break down : if it is not made, the advantages of a 
formal dyarchy are not clear. It is no doubt argued that 
dyarchy, by relieving ministers of responsibility for un¬ 
popular decisions taken on the rcseiwed side, enables them tO' 
continue in office wliere this would be difficult if they were 
members of a unitary Cabinet. We do not. nnder-estimate the 
importance of this oonsideration, or the embarrassing po.,!- 
tion that popular members might occupy in a unitary Gov¬ 
ernment. On the other hand, the formal division of 
responsibility tends to confine the effective action of miiiistcrs 
to the transferred su])jects, aiid deprives th(?m of the oppor- 
Imiity of dealing, except by way of criticism, with the diffi¬ 
cult xiroblems of Government which arise in the reserved 
sphere* Moreover, it must w’eaken the authority of the Gov¬ 
ernment, when one part of the Government can opojily dis¬ 
claim responsibility for the decisions taken by the other. 
We are not insensible to the fact that in existing conditions 
there must be an inherent difficulty in attaining completo 
unity wir.hin the Government at the centre except at the cost 
of serious lack of harmony with the legislature. But unity 

should be tlxo ideal, and it does not seem to us to vise course 
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to emphasize the duality by adopting a system of formal 
dyarchy. We must look eventually to the emergence of a 
unitary responsible government, and we should hope that 
this might be sought through a process of development, 
whereby the exercise of existing powers will lead by a natural 
transition to the acquisition of fresh powers, and those fresh 
powers will be exercised by men who liavc already acquired 
• some experience in handling them. Dyarchy on the other 
► hand elVers no })ossil)illty of an exltnision of the sphere 
of responsibility except by way of an ahnipl transition. 

111). To what extent could power at present be trans¬ 
ferred.—Tlio erucial question which must arise in the 
consideration of any proposal for dyarchy is where the divi¬ 
sion between the reserved and transferred sjdieres is to he 
made. The* pro])os{il of I he Indian Central Committee is that 
only the subjects (*f defence and foreign and political rela¬ 
tions should ho reserved. If it hecarne i)()ssible to make such 
a divisioii of power, it may he admitted ilial some of the 
difficulties no have indicated al)ov(‘ in coimection with 
dyarchy would Ixi diminished. 1’ho Indian Ceidral Com¬ 
mittee imleed coiitem! tluit the subj'*cts of defence and foreign 
relations uj-e sulllicieiitly distinct and separable from the 
other functions of the c(‘ntr:»l Co’.n-rnmonl as not to produce, 
if reserved, any of the complications which accompanied the 
working o)’ dyarchy in tlic [irovincos. Wo an* not prepared 
to go so far as this, bat it may l)e conceded that defence and 
foreign relations could bo sc])aiatcd from the other functions 
of the central Government, if not without inconvenience, at 
any vale wiihuni givin.'r rise to senne of the more acute 
problems that would rc'sult from a. reservation of other sub¬ 
jects such as fiuauce and law and order. We arc by no 
means <lis]>oscd to nnder-cstimate the advantages that would 
bo secured from the adoption of any scheme on Ih.c lines 
indicat( mI by the Indian C^cniral Committee, or to press 
beyond a reasonable point the administrativt; objections to a 
formal division of power. If it were po'4sible to adopt such 
a scheme, a Government would be established at the centre 
working in agreement witli the legislature, and covering all 
the principal domestic activities of the country, apart from 
those which would be directed by responsible Governments in 
the provinces. There is a s,trong demand among those wW 
are stirred by the rising feeling of nationalism that India 
should be allowed to manage her ovm affairs at the centre, 
as in the provinces, and, above all, that she should have a 
chance of devising and pursuing a national policy in 
matters of finance, commerce and industry, which might 
improve the general economic conditions of the country. 
In recent j'^errs there has been an increasing volume of 
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cd^cism directed to the poverty of India and he^ 
economic back>yardJieS 9 . For these features an alien Govern¬ 
ment is held responsible. There is a widespread belief 
that the economic disabilities of India could be removed by a 
national economic policy, and an equally widespread suspicion 
that the interests of India and Britain in this matter do not 
ddlncide, and that, as long as India’s economic policy is 
controlled by Britain, India will not have a fair chance of 
developing her resources and raising the general standard 
of life of her people. We cannot of cours,e admit that there i8% 
justification for this feeling. But there is no doubt that it 
exists, and that it is being used more and more to stir up dis¬ 
content against the present system of government. If it were 
feasible in the way outlined by the Indian Central Committee 
to establish the principle of responsible government at the 
centre, and to put it into practice on a large scale, particularly 
in the economic and financial spheres, it might be expected 
that Indian sentiment would be to a great extent satisfied, and 
Indian suspicions of the real intentions of Britain allayed. 
But all depends on the possibility of an immediate transfer 
to popular control of the central administration of finance, 
commerce, and law and order. 

111. The problem of transferring finance and commerce.— ' 

It must be frankly recognized that the control of finance is 
fundamental, for finances has a bearing on all the activities of 
Government. It is sufficient here to state the position 
in very general tenns for we deal fully Avith the subject in 
another place. The points which we have found it neces¬ 
sary there chiefly to emphasize are the magnitude of the 
interests hitherto safeguarded under the rospousibility of 
the Secretary of Slate, and the serious effects which any 
transfer of this rosponsihility iniglit have through its reac¬ 
tion on India’s credit. 

The financial administration affects tlie credit of the 
country, not merely in the limited sense of determining the 
conditions on which it can borroAv money, but in the broadSr 
sense of the confidence felt in the administration by all those 
who do business or have property in India. A serious shock 
to India’s credit, loading as undoubtedly would to large 
movements from the country of capital both Indian and 
European and to a restriction of new enterprise, might have 
results so far-ieaching as to endanger the entire economic 
fabric on which India of the present day depends. It would 
do nothing but disservice to Indian interests for the British 
Parliament to tr.nnsfer its responsibility for Indian financial 
administration, until the foundations for confidence in the 
policy of thoSe who would control affairs under the new . 
r^ime had been established. At present, in view of the 



general attitude of Congress and the talk of repudiation of 
debt, such coiilidence, however unjust this may be to India as 
a whole, is conspicuously lacking. 

It is not our purpose to argue that these considerations 
create permanent and insurmountable obstacles to any trans¬ 
fer of financial responsibility, but the practical conclusion to 
which we feel impelled is that, before so fundamental a change 
can safely be undertaken, therci must, on the one hand, be care¬ 
ful preparation including the fulfilment of certain conditions, 
which we define elsewhere, and on the utlier, Indian leaders 
must collaborate with the Goverjimcnt in the fulfilment of 
these conditions, and must on their own account take steps to 
create confidence in the policy which an Indian government 
might be expected to*pursuo. Wo do not wish to exaggerate 
the difficulties, but we feel that the greatest service which the 
present Government can render to India is to face them’ 
frankly, and to do its best to work together with Tndiims to 
overcome them. We deal move fully unth tliis question in the 
section dealing with finance. 

In one important respect commerce is hardly separable 
from finance, for tlio customs bead is the principal source of 
central revonnes, and this fact must have its due place in 
shaping tariff i)oliey. Tt must be recognized therefore that 
until finajicc is transferred the popular control of the tariff 
would be incomplete. But coTuiticvce lias problems of its own 
quite apart from its comu'ction with finance. It may be 
difficult to de^'iso effective guarantees, whicli would secure 
British firms and companies doing business in India against 
unfair discrimination, and to jirovide for the efficient commer¬ 
cial management of file railways, which the oxiu^rionce of 
other countries has shovm inay be seriously endangered when 
the management is in tlie hands of those Avbo must maintain 
harmonious relations wiih a popular Assembly. We do not 
regard either of these difficulties as insuperable, and i7i a 
later section of this despatch Ave shall consider them in greater 
detail. 

112. The problem of transferring law and order.—In re¬ 
gard to inienial tranquillity, a critical change is being made 
in the provinces ]>y transferring to popular control the admi¬ 
nistration of laAv and oi'der. Until the results of this change 
have boon observed, it does not seem to ns possible for Parlia¬ 
ment to part Avith the po\v(^r to maintain the ultimate gnar- 
antees of stability. It is sometiTnes argued that if laAV and 
order is transferred in the provinces, there can be no reason 
for not following a similar course at the centre. But we have 
no doubt that the provincial GoAmrnments in accepting the 
proposal of a transfer of laAv and order in the pro¬ 
vinces are to a considerable extent relying on the 
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maintenance of existing conditions at the centre. It is 
the central Government which is responsible for the 
ultimate conditions of internal security throughout the coun¬ 
try. Jt determines the military forces required for this pur¬ 
pose and their disposition. It lays down principles for the 
administration of the Anns Act. On it rests the duty of keep- 
iiii; ini.acl th{< general siruclnro of the criminal law and pro¬ 
cedure, which fonns the essential framework for the main¬ 
tenance (jf Inieriial lran<iuillity. It must co-ordinate informa- 
tarn and policy in regard to subversive movcinenls of an 
all-India character, such as those which are continuously pur¬ 
sued by the terrorists and by the communists, or widespread 
(i«.fv-governmeiit activities sucli as the ^iresent campaign of 
civil disohedionce, jji carrying out these duties it has liitherto 
S(‘l<lo’'ii been })ossihle for the executive to rely on support 
from the hulk of popular o)>inKni iu the Assembly, and. until 
experi<M]ce has liooii gained < f the manner in wiiich similar 
pio'dons a:e hemlled locally by rcs])onsildo provincial 
(governments, it is unlikely that Parliament will he willing to 
contemplate tlu' transfer to popular control at the centre 
ef the nltiinate safeguards of security liirongliout the 
conntry. Our honourable colleague who has drawn, aittm- 
lion to the schem-' described in paragra}«li 1.07 wislu's, how¬ 
ever, to make it clear (had in his view the safeguards suggest¬ 
ed in that scheme would be snfficLcnt to jnsUfy the degree of 
responsibility, both in regard to finauto and to law and 
order, which is there iiroposed. 


113. A unitary government.—Proposals of the Commis¬ 
sion.—If there is force in the general conchisiojis stated 
above, it v/onld seeni iieco.ssjny to look to soirm solu¬ 
tion on tbe liin.'S of a unitary flrn'eninumt such as is 
contemplated by the Indian Staintory Ooinmissioji, But a 
decision, in favour of a unitary (loverninent of this- typo 
does not get rid of the difficulty that there must bo some 
sh.nriiig of power betAveou.. two dilfereiit legislative bodies, 
namely, Parliaiiiont ajid the Indian logislaiiire. The Com¬ 
mission Avere, no doubt, hot less conscious than ourselves of 
the importance of harmony hetwnAon the executive and the 
legislature, and Avero anxious that whatever is possible should 
be done to establish satisfactory relations between those two 
elements. 'They hoped to achieve this object along three 
lines. ^ In the first place they have proposed that the 
members of the Governor General’s Council should be 
appointed not as uoav by the CroAvn but l)v the Governor Gen¬ 
eral. This evidently introduces a considerable degree of 
elasticity iulo the foiTuation of the Council. It is not only 
that the appointment of members in accordance with the re- 
(juirements of the local situation would be facilitated, but that 
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they would no longer have a fixed term of office of five years. 
Under the new system they would in fact, subject to the direc¬ 
tion of the Secretary of State, hold office at the pleasure of 
the Governor General. The Governor General would retaizL 
his existing power to make rules for the transaction of busi¬ 
ness ill liis Council and to distribute portfolios. We presume 
that the determination of the numbers of bis Council would, 
subject again to tlie super!ntendeuco, direction and control 0I 
the Secrete, ry of State, rest with him. The only formal 
restric'iioi)^ that would exist »>ii his selection of members of 
his Council would be that the existing rule would bo main¬ 
tained, under which not less than throe of the members of his 
Council must be persons who have been for at least ten years 
in the service of the Crown in India. We attach consider¬ 
able importance to the eli.iijgo siiggi'stod in the metliod of 
appointment of the Governor General’s Council. It does not 
necessarily lead directly l‘» )i.spon,dhh; govenimont, but his¬ 
torically the substitution of tbe Governor General for the 
Crown a.' the appointing anlhority lias .proved in tin* Domi¬ 
nions to bo an important cfmdiiion in the ilevolopment of 
resjionsiblo goverumenl. In tin* second ])Iace, the Commis¬ 
sion hnA'O sngg’estod that opportunity should bo found to 
include ill the executive Council one or more elected mem¬ 
bers of tlje Assenihly or of the Council of State. It is clear 
tliat this proposal has potenlialiiies of great significance, and 
these we shall proceed to examine. Finally, as we have al¬ 
ready mentioned, the Commission lay stress on the power 
which the elected ropi’csenlalivcs in the (jontral legislature 
possess to influence the exeentivo Governmoni in all fields of 
administration and legislaiion. ’riicy express the belief that 
tliis influence Mill steadily increase and that the executive 
will become more and more responsive to the will of the legis¬ 
lature. We have no doubt tliat the Commission have rightly 
for<.‘seon one of the developments in the j*elations between 
the executive and the legislature which must follow on their 
proposals. But ive shall explain in what ivay we alionld anti¬ 
cipate that these relations are likelv, and indeed certain, to 
develop. 

114. Inclusion of members drawn from the legislature.— 
We now proceed to examine the tivo features in the scheme of 
the Ct>mmis.sion, ivhich seem to ii.s to require further elabo¬ 
ration. We welcome, as we have said, the proposal that elect¬ 
ed members of the Assemblj^ or of the Council of State should 
be included in the Governor General’s Council. But the inclu¬ 
sion of individuals, however prominent in public life, will not 
in itself secure the object at which we are aiming, namely, 
the promotion of harmony between the executive and the 
le giglature. As the Commission have pointed* out, there is 
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a natural tendency to regard even an elect^' miiiister under 
the system of dyarchy as in some degree tainted by his asso¬ 
ciation with Government. When it is a question of joining^ 
a Government which cannot technically be responsible, th|8 
tendency will be much stronger. Unless something is done 
to counteract it, we fear that the Governor General will be 
unable to obtain for his Council the authoritative Indians 
desired by the Commission, or that if he does obtain them 
they will soon lose their authority. This tendency would, 
we think, be accentuated by the suggested provision that on 
appointment to the executive Council they should cease te 
hold their seals by virtue of election. Onr view therefore 
is that, if real value is to be deiivcd from a proposal which 
contains the promise of liopcl'ul d(u*elopmeiits, it is necessary 
not only that tlie members appointed from the legislature 
should retain their seats as elected members, but that it 
should he recognized that they will remain in touch^with, and 
responsive to, their political supporters. We develop in 
paragi’apli 116 below the conditions mi which alone as we be¬ 
lieve they might look to retain political influence in the legis¬ 
lature, and so he able to assist Govciiimcnt not only by their 
personal contributions to the problems of administration, but 
by bringing to Government some prospect of support for 
the policy in the framing of which they will have been asso¬ 
ciated. 

115. The practice of responsiveness.—An examination 
of the working of ‘‘ responsiveness ”, on which the 
Commission lay so much stress, leads us by a diffen-ent 
road to the same conclusion as that expressed at the end of 
the last paragraph. Even at present the executive eiidea- 
vouvs to ho ]-esT-)onsive to the legislature. The disadvantages 
of the system, liowover, have made themselves very apparent 
in the experience of the last few.years. We have shown 
above how the function of the Assembly is inevitably one of 
criticism, as lonu’ as it has no responsibility for a constructive 
programme. Efforts have been made by the Government of 
India, particularly in recent times, to escape from this'diffi¬ 
culty by consulting tlie party leaders on matters of policy 
before they themselves reach their conclusions. This system 
is probably inevitable, given the existing conditions, whiei 
would in this respect be reproduced under the proposals of 
the Statutory Commission, hut it has not proved satisfactory. 
l*he party leaders have little inducement to have regard to any¬ 
thing other than the popular view as reflected in the Assembly, 
and the Assembly having no comprehensive responsibility for 
policy is likely either to take a critical and negative line,leaving 
the Government still unrelieved mf the responsibility for find¬ 
ing a constructive solution for urgent problems, or to advocate 
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proposals, the full consequences and reactions of which on 
other interests or in other fields of administration have not 
been thought out. From the nature of things if is impossible 
that the party leaders should have the same sentfe of respon¬ 
sibility as members of the (xovernment. If their advice is 
accepted and the results jirove unfortunate, the discredit 
falls not on the 'party leaders but on the Government. If on 
the other hand their advice is not accepted, the Government 
is accused of being unsym})athetic and unresponsive to the 
popular view, and there is no improvement in the relations 
between the executive and the legislature. Indeed if the 
advice of the party leaders is constantly rejected, ihese rela¬ 
tions a Hi likely .to deteriorate. Such a state of affairs 
really makes neither for harmony between the Government and 
the Assembly, nor for strength and steadiness of purpose in 
the Government. We are convinced that if leaders of parties 
in the Assembly nre to be taken into consultation, as they 
must bo on any principle of responsiveness, it is better that 
they should he" inside the Government rather than that they 
should advise in an irresponsible capacity from without. 

116. How a Government of this type might be expected to 

^ork.—The conclusion of those arguments seems to point to 
a Goveniinent wliich, while containing ,'i definite official 
element, and not foimally r(‘S]jousiblc to the Indian Icgisla- 
turo, \voul<l yet include an appreciable popular element con¬ 
sisting of elected members of the legislature, who might com¬ 
mand sufficient support in that body to afford in noimal 
circumstances the promise of reasonable harmony between 
the executive and legislature. The proportion which the 
elected numihers should bear to tlic official members might no 
doubt receive* consideration, if suggestimis on these 
lines^ wore discussed at 'the Round Table Conference. 
It* vill naturally be asked how the elected mem¬ 
bers of the Government associated with an official element 
are to retain their following. The answer is that they must 
be able over the widest field that cirenmstnuees permit to 
frame policy in accordance with the views of their supporters. 
This in turn implies that Parliament will be willing to define 
with some precision the- purposes for 'which it would wish to 
exercise its constitutional right of interference with the 
policy of the Government of India, and that so long as the 
policy pursued does not menace the objects which Parliament 
declares its intention to safeguard, the Government of India 
will be at liberty to manage the affairs of India in close asso¬ 
ciation with the* Indian legislature. We shall in a later 
paragraph of this desnatch indicate what appear to us 
essential purposes which His Majesty’s Government must 
safeguard. On the assumption that the exercise of the duties 



of paramountcy in relation to the Indian States is transferred 
from the Governor General in Council to the Viceroy as re- 
prosentative- of the British Crown, these purposes may be 
briefly summarized as defence, foreign relations, intcrnar 
security, financial obligations, financial stability, protection of 
minovities and of the rights of services recruited bj- the 
Secretary of State, and i)reveiition of unfair discri¬ 
mination. The primary responsibility for ensuring that 
these purposes of Parlianient. were not impaired would rest 
upon the Governor Goiu'ral, but he would liavc, to assist him 
in this task, tlie three official mcml)ors of liis Government, 
wlio would naturally hold the portfolios in which the questions 
(‘f more particular interest to Parliament were likely to arise. 
Their xiosifion in the Government would ]n’osumably ensure 
tliat tlio general administration of such suhject.s would 
be in haiTiimiy with tlie views of Parliament’, and that 
tliere would seldom be occasion for the Secretary td' State 
to interfere by express direction or veto. But the official 
members would be part of. a Gov{*rnraent containing, if the 
system were working snceessfnlly, a considerable popular 
clemeul in intimate relations with the legislature, lu these 
ci}'cnmstanc.es it seems certain that the official memhors would 
not press their views beyond the real requirements of the 
situation, and that l.lie popular view would receive the fullest 
consideration. In most cases we should anticipate tliat the 
(Tovornmenl would bo able to reach imit('d conclusions, wliicb 
would not infringe the responsibilities which Parliament 
would look to the Governor General and the Secretary of 
State to di.scliargo. When, however, there was an irrecomnl- 
abh' diff(!renc(‘ of o])inion between the two elements in the 
0«n'ernment, it would he for the Governor General in con- 
snltatioii, where necessary, with the Secretary of Stat<‘ to 
decide which view was to be supported. If lie aoccptcfl tlie 
popular view, the official members would luive the right U) 
K'cfirfl the gromirls of iheir opinions and have them trausmit- 
ted to the Socretarv of State, and would thus know that they 
had discharged their responsibilities by referring their diffi¬ 
culties to the ultimate authority, whose purposes it was their 
duty to safeguard. It may be supposed, however, that in 
matters which raised such issues the Governor General would 
be reluctant to reject the views of his official members. In 
that case the elected members might either acquiesce, or they 
might, whottier as the result of pressure from their supporters 
or of their own personal convictions, tender their resigna¬ 
tions. If the elected members resigned on any such issue, it 
is possible that the Governor General would be unable to get 
other members with a political following to take their place. 
In such an event he would be thrown back on the expedient of 
i*eplacing them either by non-officials with no popular follow- 
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or unconnected with politics, or in the last resort by addi¬ 
tional officials. If this happened the progress towards the 
development of responsible government would be interrupt-^ 
ed, but there would be no question Of‘ suspending the eonsti-’ 
tution, and the Government would continue to function, though 
it would have to encounter the hostility of the legislature* 
The situation however would be no worse than if an unpopu¬ 
lar measure or policy had to be pushed through or under the 
system sketched by the Statutory Commission. On the other 
hand, we are disposed to think that forces would be at work 
tending to restore the- situation. We contemplate, as we have 
said, that the legislature would through the elected members 
have real power to i)ursuo its own policy over a wide field. 
It seems unlikely that it would for a long period deprive itself 
of constructive power over policy merely in order to register 
its dissatisfaction at .some particular measure. The greater 
the power the legislature Juid acquired, the less would it be 
likely to pei'sist in such a course. 

117. Possibilities of deliberate obstruction.—^IVe must 
make it plain that the above argument proceeds on tlie basis 
of a general .desii'o^ to work the constitution. We have not 
overlooked the possibility that in the earlier years of any new 
constitution there may bo a party whose object is to exploit 
all political difficulties with a view to wresting from His 
Majesty’s (joverriment further i)olitical advance. The exist¬ 
ence of such a party would undoubtedly increase the probabi¬ 
lities of llie (bmuimr General being deprived of the support 
of the legislature in carrying on his Government, and being 
thro\yn back for a lime on an almost comphdely official com¬ 
position. We should greatly deplore such a contingency^ 
but, if necessary, it would have to be faced. Tn the long rurt 
we believe that the forces of reason and orderly progress 
would triumph over those of negation and obstruction. 

118. The scope of the popular element in such a Govern¬ 
ment.—Hitherto we hav-^e been considering whether the kind of 
Government we have sketched would be capable of niain- 
taining tho objects which Parliament would wish to safe¬ 
guard, and wliother in so doing It would be likely to retain 
the popular element. We turn now to the wide scope of 
activities and responsibilities which would present itself to 
the elected members of the Government. In the first place 
thev would within the Governor General’s Council be en¬ 
abled to pi’ess their views on all subjects, with knowledge 
of the strength which these views must derive from the sup¬ 
port of the legislature. In the second place there is a large 
sphere with which we should hope Parliament would not find 
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it necessary to concern itself. Throughout this sphere we 
contemplate that the Governor General would be guided :by 
the advice of those of his Council who represented the wishes 
of the legislature, and we would suggest that the Instrument 
of Instructions to the Governor General should contain a 
definite provision to this effect. A convention of this kind 
would offer a wide field for constructive work and for 
practice in the art of formulating and carrying through 
a popular policy, and thus the foundations of self-governmeut 
at the centre would be laid. The official members of the Gov¬ 
ernment would express their views and give counsel on these 
matters, but it would be recognized that here their primary 
duty was to see that the purposes of Parliament were not in¬ 
fringed. 

119. Member^ not removable by the legislature. —^From the 
point of view of maintaining the unitary character of the 
Government, we think it important that the members of 
Government chosen from the legislature should not be subject 
to direct votes of censure by the legislature or regarded by 
convention as liable to removal by that body, and that their 
salaries, like those of the official members, should not he sub¬ 
mitted to the vote. It might be that the elected members lost 
popular* support through no action of their own, but as the 
result of measures taken by the Governor General in exercise 
of his responsibilities to Parliament. If that were so, 
nothing would be gained by allerapting to select new members 
from the legislature, for the act of joining the Government 
would in such case deprive them similarly of popular support. 
If in these circumstances the existing elected members were 
prepared to remain in the Government, the Governor General 
would clearly jiot wish to change them. But one or more of 
the elected members might lose his following for reasons 
other than his association with a Government w'hich in dis¬ 
charge of its responsibility to Parliament had felt obliged 
to take action bringing it into conflict with the Indian legis¬ 
lature. In that case the Governor General would naturally 
see whether he could find other members of the legislature, 
who would more truly represent its views on those matters 
in which the framing of policy would primarily lie with it. 

120. Objections to a Government of this type.— We are 
conscious that it is easy to take objection to a constitution 
drawn on the lines which we have attempted to indicate. It 
involves a form of dualism within the Government, it will not 
work harmoniously without goodwill, it can be attacked on 
the one hand on the ground that, owing to the strong influence 
of the elected members and the legislature, the responsibili¬ 
ties which the Government of India owe to Parliament will 
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not be fully discharged, it can be attacked on the other hand 
for its failure to offer clear cut responsibility on the popular 
.side. Most of these, objections are inherent in any attempt 
to share power. For the success of any such attempt it is 
necessary to assume a measure of agreement. 'Without this 
no constitution will function satisfactorily. It may be that 
some other method than the one we have adumbrated can be 
devised. But let the main elements of the problem be 
remembered. The executive must own responsibility in 
certain matters to Padiament. The legislature must on any 
supposition have a substantial popular majority. If a 
completely irresponsible executive is confronted by a pre- 
dominantiy popular legislature, the result must be intoler¬ 
able friction. This is recognized by the Indian Statutory 
Commission, who have made certain proposals designed to 
reduce the probabilities of friction. W#fcel that those pro¬ 
posals point in the right direction, but that in order to pro¬ 
duce a workable system of Government they must be inter¬ 
preted and developed somewhat on the lines which we have 
sketched in the preceding paragraphs, and that it is essential 
to their working that Parliament should be willing to define 
with snflic.ient clearness the purposes for which it might deem 
it necessary to intervene. There may be other possibilities 
more acce])table to Indian opinion, and we consider that any 
alternatives proposals that may he pUt fonvard to safeguam 
the purposes of Parliament sliould receive full consideration. 
We have already explained what appear to ns to be the 
serious difficulties of any statutory and rigid distribution of 
subjects of administration to distinct portions of the executive 
with different responsibilities. If, however, it would help 
the admittedly difficult ])ositioii of the popular members 
under the unitary scheme we have outhnod that the con¬ 
ventional division of rospojisihility within the Government 
should be formally recognized, we should be prepared to 
make this sacrifice of the forms of unity, provided we might 
expect to maintain such a degree of harmony and co-operation 
between tlie two elements in the Council as would secure to 
the popular element training and experience over the whole 
field of CFovernment, and to ihe official element reasonable 
support in the legislature. 

121. Powers of the Governor General.—To complete our 
picture of the central executive it is necessary to consider speci¬ 
fically the powers which the Governor General will exercise 
and the position he will occupy. It is evident that the powers 
of the Governor General in relation to the legislature must 
remain unimpaired. In regard to legislation he must retain 
his existing powers of previous sanction and assent, and of 



stopping proceedings on any bill which in his opinion affects 
the safety or tranquillity of British India. He must also 
retain his power of securing the passage of essential legisla¬ 
tion by niec,ns of certification. We think, however, that the 
procedure of certification might well be made more simple 
and elastic. The Governor General should also retain his 
emergency power to make ordinances. In regard to the pro* 
vision of money, the Governor General would keep his exist¬ 
ing jjow(‘r to aiitliorize, in cases of emergency, such expen¬ 
diture as might, in his opinion, bo necessarj’' for the safety 
or tranquillity of British India. The "power of restoring de¬ 
mands which have been refused by the Legislative Assembly 
is placed by the existing Act in the hands not of tlie Governor 
General but of the Governor General in Council. We think 
that in the new constitution this poAver would more aj)pro- 
priately he exercise^ by the Governor General. It will not 
be desirable to bring the Governor General in Council un¬ 
necessarily into conflict with the Assembly. The general 
principle of the suggested coustitulion is that the power to 
overrule the legislalurc should reside in the Governor 
General and we sec no reason wliy this principle should in this 
one case be abandoned. It seems to us wiser to place the 
responsibility for securing supply, as for the passage of legis¬ 
lation, directly on the Governor Geiu^ral. 

The relations of the Governor General with his Council 
will be fundamen tally changed by the provision that mem¬ 
bers should be appointed by the Governor General instead of 
by the Crown. The elaborate provisions contained in section 
41 of the Government of India Act for the Governor General 
overruling bis Council will no longer be required. Techni¬ 
cally indeed the Council will cease to bo the colleagues of the 
Governor General and will become his advisers, and it will 
have to bo made ])lain by statutory pnjvision, either direct 
or indirect, that if the Governor (leneral sees suflicioiii cause 
he may act otherwise than in accordance with the advice of 
his CJonneii. We have already exphuiied in x>ai'i'y:i‘ai)h 116 
what wo anticipate would be t]io possibilities open to the offi¬ 
cial and to the ]ioputar members when action is ttiken not in 
accordaiic(! vllli tlicir advice. The appointment and <lismis- 
sal of members of the Council by the (Tovemor General will 
b.* subject to (lie superintendence, direction and control of 
flir Secretary of State. It may be expected that the SecrcUiiy 
of State will not as a rule wish to be consulted in regard to 
the popular members. But we should anticipate that he would 
find it necessary in the discharge of his own responsibilities 
to require that the Governor General should not take action 
to appoint or to remove any official member without his speci- 
ffc concurrence. 
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122. Potentialities of development.~It must be expected 
that any scheme of government at the centre will be judged 
by Indian opinion on the promise it affords of developmdht 
iido full rosponsiiiiiity. We think that the suggested form of 
unitar>’- government leaves the path open for such develop¬ 
ment on natural lines, and this is in our view perhaps its main 
attraction. No abrupt changes would be required. As J?ar- 
liament recognized that the Indian legislature did not desire 
to pursue a policy incousistoiit witli the fundamental purposes 
which Pavliannuit wi.shed to secure, the occasions for inlcr- 
fecence would become less frc(jueii(. Himultaneously the 
necessity i‘or relaining the official (?leinont in the Council 
would diinljiisli. Tliis element would with the approval of 
Parliannujt gradually he reduced, leaving what would in 
effect be a Oov(‘nnnent progressively responsible. Develop¬ 
ment would come, !>)' uonual eonslitntional evolution, through 
the wisi; use by the Indian legislature of its opporiunities. 
Until such time as Fudia is aide to make her own provi.sion 
for defence and infernal socui-ity, wc recognize with the Com- 
mis.^ioii that special arrangements would be necessary for 
these subjecls and for foreign policy. But over the rest 
of the field flu' jivocess we ha'.e indicated might continue 
without iinerri;])ii(m. This luifuial growth of the powers of 
the Intlian legislature, ilirough Parlimuent ])enniffing its own 
powers of control, retained for s[)ticified purposes, tw fall 
into disuse, eoidd be accelerated if tlie intervening period 
wev(^ used to fulfil certain conditions, by which Parliament 
might lie reasonably a-ssurcul that its })uiposes were secured. 
As regards minorities, PaiTiainent would no doubt require 
that adequate provision based on nmfual agreement should 
be made foi’ their rights and interests. In the spheres of 
ffnanee, connnen'o and j'ailwa.ys, we iudieale below tile con¬ 
ditions on which iirogress seems to ns to depend. Finally, 
wiien Parliament had been assured of tlie suceessfnl working 
in tlie pi'ovincial field of tlie transfer of law and order, it 
miglit he willing to see the central administration of this 
subject placed in popular hands. Whei. matters of this sort 
had been satisfaetoiily adjusted, wide and deriiiite transfer 
of power might take }ilace, for tlu? completion of this task 
w'onld furnish ])roof to Parliament of India’s ability to 
isume responsibility for those subjects, ovei* which Great 
.Britain ^y'Ould at present be likely to feel it necessary to retain 
a pleasure of control. In the meantime the preparatoiy work 
leiiling up to this transfer of pow(!r miglit bo carried out, 
wiwi perhaps a largo measure of unanimity, by the kind of 
unpiry government containing a popular element wln'cli we 
liare sought to portray. 

I 
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THE CENTRAL LEGISLATURE. 


• 123. Two preliminary points.— We began our considera¬ 
tion of the problem of the central executive by presenting 
a general pietui-e of the existing constitution of government 
at the centre, and the way in wdiich it works. We discussed 
the relathms between the executive and the legislature, and 
gave some oiniiience to the importance of trying to establish 
reasonably harmonious relations between thc-m. We accepted 
the viow^ of the ConmiisKsion that the present popular character 
of the legislature slnndd not he impaired, and made certain 
suggestions which seemed to us to flow from that conclusion 
for the construction of the central executive. The next 
matter with which we must deal is the composition of the 
central legislature. There are however two ‘preliminary 
points which we wish to take. They are perhaps sufficiently 
obvious in themselves, hut wo think that.it may be aii 
advantage^ to state tlunn. The first is again to emphasize 
the close inter-relation beiw'een the two questions of the 
construction of the executive and tin? composition of the 
legislature ; tlie second, which indeed follow's from the first, 
is to disclaim any intention oi' putting forward suggestions 
here and now to give the -'’enlral Icgislainrc its final form. 

124. The central legislature and public opinion.—Tlie re- 
cdistruction of the Indian legislature is perhaps the least 
vivid of the issues which have arisen in the recent political 
life of India. Under the ])rcsent constitution the two 
chambers W'ere (‘Oiistrnctefl on princii)le8 wliieli accorded well 
wuth tlu? sentiment of the coiintj-y, and it is possible that if 
India had not been formally confronted with tlie occasion 
for bringing under review every feature of the constitution, 
coniparativolv little attention would have been direct(?d bv 
practical necessities to this portion of the structure. So 
far as Indian constitutional thought has ex])ressed itself it 
does not stray (ar from the principles which the prcvsent 
legislature reflects For the Assembly a number of the 
earlier schemes, and later the Nehrn report, proposed a basis 
ot adnit suhrage, but if is perliaps a not unfair comment 
that these proposals were either the results of study di 
systems developed in other countries, or were put forward 
as a device tor surmounting communal diffienltles. Though 

Pro'"n<iial committees recommended a limited eleit 

loo provincial legislatures the general trend of option 

PoS*/■ a'tfations proposed by the Indian Central 

then ol principie , 

nomination is used to remedy inequaUtiea in representation. 
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to retain officials, and to introduce experts without the right’ 
to vote. . 

Ap regards the upper house the prospect of a unicameral 
•central legislatnie makes little appeal. The structure of the 
Council of (State has- attraotOd little attention. It is true 
that the l^diru. report proposed to compose it through indirect 
eloction bv IIk' proviiieial councils after the method of 
pfopoftioiial foi»rcsoii1atioii, l>ut the general trend of pro¬ 
vincial ini'nioij leaves tlu; ('Oiincil of State much a.s it is now, 
and the liidijiii Oentral Oommittee-would alter it only so far 
as to increase its numbers. 


125. Indirect election proposed by the Commission.—^We 
now hav(‘ before us the recommendations of the Oommis* 
sioii foi‘ radical changes in the construction of both chambers 
aiul (he substitution of indirect for direct methods of 
ehjction. The views on tliese recommendations expressed by 
local (lovermiicnts show considerable divergencies, and 
opinions witnin each Governmeiil arc often divided. The 
general im])i'ession, howevc*', conveyed to us by the re^jorts 
of the provincial Governments is that public opinion is not 
favourable to the changes which the Commission propose. 

far as opinion has yet been made articulate, it appears, 
among Hindus, to be }u^stile (o indirect election ; and, among 
Muslim.s, to be divided according to calculations of its effect 
on tJie representation of ilie community which it would secirre. 
Wii cannot regard as final any f>f tli(‘ vioAvs yet expressed. 
If after full eonsideratlon Indian opinion were to pronounce 
clearly in favour either of indireet or diveet election, we 
would only on very sti’ong grounds advise His Maje.sty’s Gov¬ 
ernment in a c»)n{ I'avy sense. Onr own view is that on principle 
the arguments in i'a\'our of tlin'cf election as the ultimate 
system for a F(‘deral Assembly ari' the strongei*, but we find 
definite p'raetical advantage'^ in the scheme of indirect 
election which the (kmimission nut forward. The task, there¬ 
fore, which we shall set ourselves in the ])aragraphs which 
follow, is to try to set out as fairly as we can some of the 
merits and domerils of the two systems ot election, direct and 
indirect. But wo defer our oavii final conclusions until-the 


matter has been thoroughly discussed at the Round Tabl^ Con- 
\ ference arid Indian opinion has expressed itself fully. 

Tt will be convenient to deal first with the Assembly, and 
ft with the Council of State. 

The Lower House. 

126. The federal principle.—The Commission have pro- 
jd that the Legislative Assembly should be reconstituted 
Federal Assembly* “ the members of which would not 
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be divectly elected by constituencies of voters, but wouid bo 
mainly chosen, in proportions which we shall have to indicate, 
by the provincial councils ”, If the central Government is 
to develop on federal lines, the (Commission consider that* 
“ the adoption of a method which will represent the provinces 
as .such at the centre is extremely desirable ”, and seems 
ahiiosi essential for (he ultimate inclusion of the States. It 
ma}' be tiint the representation of provinces by indirect 
election might t’acilitato at a later date the repre.sentation of 
the States in the Federal Assembly, but we would make two 
eoimnenis. The first is that it is far fi’om certain that federa¬ 
tion for the whole of India will come about by the inclusion 
of the States in the Assembly. It may bo that some new 
federal organ will be developed. The second is that even if 
the Stales did enter the Assembly, it does not appear to ns to 
be necessarv that the Tnetliod of re[)res(.*nlMtioji of the States 
and the pi'ovinees ot‘ British India must be uniform. We 
should thovL-foro hesitate to put the federal argument of the 
Conunission too high. 

. 127. The representation of provinces.—More substantial 

.s.ij)port foj- the principle of indirect election by provincial 
councils is fomnl in the general relationship which the Com- 
mis.sioii desire to establish between the centre and the pro¬ 
vinces. They remark that it is important that the provincial 
view should be brought to bear upon ci'iitral administration, 
tlie more particular function which they have here in mind 
being the provision of revenue by the central Government 
for distribution to the provinces. So far a.s this function is 
to b(‘ exeicised through the medium of the provincial fund 
proposed by the Commission, we may observe that decisions 
affecting tins fund will be ojily occasionally before the 
Assembly, and it might be argued with some force that, in 
determining the composition of the Assembly, we should have 
regard to its suitability for dealing with the broad political 
isoues that will normally be before it, rather than with a 
function performed only at infrequent intervals. According 
to Sir Walter Layton’s scheme, however, the improvement 
of the financial position of the provinces will depend very 
laj’gciiy on the surrender to them of central sources of revenu^^ 
and fi-om this it would follow that they would have a direi*^ 
interest in the whole financial a<lministration of the cont'gh 
Government. This is a consideration of great importgire^l; 
and it would not be unnatural for the provincial Governmcion 
to seek some means of protecting tlieir interests, and for Ld 
reason to support the substitution of indirect election byj^^rai 
provincial councils in place of direct election to the Assem^la • 
At the same time there is room for some misgiving whelQ^^^ 
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BO great a degree of provincialization would be desirable in 
the lower house of the central legislature. The consequences 
on central administration might be serious, and might result 
in a policy unfavourable to the general interests of the 
CQunliy. 


128. The responsibility of the member.---Another argu* 
ment- advanced by the Commission is that the method of 
indirect election may be expected to aiford a closer nexus 
between tlie member of the Federal Ass(?mbly and the provin¬ 
cial council The argument is based on the view which 
the Commission have taken of the general oiJeration of the 
directly representative system, and tlieir conclusion is that 
as the members of the Assembly cannot be subject to 
any real control by electors in territorial constituencies, they 
would feel greater resjxnisibility to a })iOvinei:il legislature. 
We shall reVort in a later pamgraph to the question of the 
size of constituencies under the direct method. Here we are 
concerned only with the relations which the Commission desire 
to encourage between the Federal Assembly and the pro¬ 
vincial councils. Subject to tlu; remarks which we have just 
made, we appreciate the advantages <*r establishing a link 
between the central and provincial legislatures. Indirect 
election by the y)roviucial councils is pr(jhahly the best method 
of securing that purpose ; hut it would still seem open to 
question whelhcr the pntviiicial contingent at the centre 
would acknowicalge auy real responsihility to the provincial 
councils. Tt most he remembered that members of the 


Assembly win renoin ihcn- scuts ovcu v. hoi! provijiciul disso¬ 
lution has brought about the disap])earauco t)f the elect,<*rs 
■'^ho retuniod them ; and if elected, as suggested by the 
Commission, under the method of proportional representa¬ 
tion, the lend('ncy oi each representative would be to look 
only to the particidar grou]) or interest which elected him. 


In effect, so far as the Oommissioll^s scheme of indirect 
election rests upon the reqniremonl of provincial representa¬ 
tion at the centic and the need fov a greater sense of respons¬ 
ibility on the part of the membei', a dilemma is produced. 
Either the provincial contingents would be controlled by the 
provincial councils, and the central legislature bo excessively 
pro\ incializod ; or they would not he crmlrolled by the pro¬ 
vincial councils,, and the responsibility of members to those 
who electod th(‘m might be even loss than under the existing 
method of direct election from large general constituencies. 


129. Proportional* representation.—The Commission claim 
that if use were made of proportional representation in 
selecting members for the Federal Assembly, it would be 
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possible to get rid of specific provision for separate conmiimal 
representation. The Federal Assembly would no longer have ^ 
to be constituted by the present method of classifying consti¬ 
tuencies. At the outset the system would no doubt prodace 
reflection of communal divisions. But in proportion as gene¬ 
ral considerations came to bulk more largely in the political 
judgment of the provinces, it would enable members to be 
returned to the Assembly on a moi’o general view of their 
merits and political opinions. A result of that kind, involv¬ 
ing an automatic decision of communal claims, would in our 
judgment l)e nii attraclive fealure of any scheme, and we 
would hesitate to reject any plan which promised to get 
rid of precise commimal proiiorlious in lUe composition of 
the legislature. But just as in Iho absence of agreement 
between the two major communities separate representation 
for Muslims iii the provincial <«)nTicils must continue, and an 
adequate numhor of sea.ts must be guaranteed to them, so 
we think that the question of the ahaiidonmeiit or the reten¬ 
tion of direct represeutatioii al llu* cetitre ought to depend 
very largely tipcni the attitiub; Nviiicli communities may adopt 
towaid.s such a proposal. Subject to this, and ai)art from 
our own views on the more general aspects of indirect elec¬ 
tion, we wish to make it clear that we do not undervalue its 
possibilities as a means of avoiding specific communal re¬ 
presentation at the centre. 

180. Personnel.—The Commission have not alluded to the 
possible effects of indirect election on the personnel of the 
Assembly. There is, however, a body of opinion which sug¬ 
gests that the choice of the provincial legislatures w'ould be 
more judicious than that of popular electorates, and further 
that if election wore to be indirect, poisons of local position 
and experience, who are at present unwilling to face the 
trials of popular elections might be inore ready lo come for- 
vvard. We doubt wdiether the expectation is very securely 
founded. One result of employing the machinery suggested 
by the Commission would very possibly be lo induce ])olitical 
associations or parties to make special efforts to capture 
seats in the provincial councils, not on provincial issues, hut 
in order to secure the return of members wlio could he relied 
upon to vote for candidates of a particular type to the central 
legislature. 

131.. The confusion of electoral issues.--Iiideed, the role 
which under the Commission’s scheme political associations 
might "play in central and provincial politics raises issues im¬ 
mediately relevant to the success of Tthe new constitution. 
Under the method of indirect election, it will bo the first con¬ 
cern of uny^ party washing to enter the Assembly to .secure its 
own electors in the provincial legislatures. The whole 
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weight of all-India political associations would, therefore, he 
jpdirected upon the local legislatures, where the novel experi¬ 
ment in the use of the tvausferabio vote will itself tend to 
throw the business of the elections hilo the haous of party 
managers. Again, the Commission appear to assume 
that the judgment of the primary elector wtii have 
regard on provincial issues to the particular poli¬ 
cies of candidates and on central is.sues only to ilieir gene¬ 
ral suitability as electors for the centra) legisla¬ 
ture. We doubt whoUier electoral e-nnpaigns would in prac¬ 
tice obsoi’ve those limits, and w(f slionid expect that the 
simnltuneous reference of central and pro\-jiicial issues to 
the electorate will have a disturhing effeei. There is reason 
to feai* that develoimioiii.s (ui these lines would intiodnce 
divergent issues into iiroviiicial p()litics, and invest them with 
an element of confusion and unreality. We regard this as 
a real danger in the plan of indirect election by provincial 
councils. 

Id2. Dissolution. —Tliere is another undesirable feature of 
indirect eh'ction as a moans of constituting tlie Assembly 
which seems to us to be of imi)orlance in regard to the posi¬ 
tion of th(- ox('Ciitive. The Ctmimis.sioii describe* the in¬ 
conveniences which may arise viien a general election be¬ 
comes necessary tui tlie e.v})iry of the life-time of the 
Assembly. Moans are devised by which in such circum¬ 
stances the minimum of disturbance of provincial legisla¬ 
tures may be caused. It is, we presume, on similar grounds 
that the Commission have pi’o'posed iluit the xXssombly .should 
have a fixed life, and in fact llieve would he difficulties in 
combining a liability in tlie Assembly to dissolution with a 
similar liability in the provincial legislatures. We agree with 
the (^imniission that on the one hand general elections in pro¬ 
vinces eaniiot be enlindv depemdent on the necessity to re¬ 
constitute tlie Assembly ; and, on the other, that the choice 
of memhers of the Assembly canned be left to provincial legis- 
latoj’s, who have not been in comparatively recent touch with 
the electors. The proposals of the Commission give this 
degree of .security to provincial legislatures that at the worst 
there is a guarantee of two year, life, and the date of com¬ 
pulsory dissolution is known. Tf, hriwever, the Assembly itself 
were liable h) dissolution, the tenure of all provincial legis¬ 
latures, which had still more than three years life before them, 
would be insecure. It appears therefore that on practical 
grounds an indirectly elected Assembly must be incapable of 
occasional dissolution, and we consider that this must deft- 
nifely be regarded as an objection in the scheme. It may be 
argued that the weapon of occasional dissolution could pro¬ 
bably not be effectively used in any circumstances which could 
be expected to prevail during the next fetlr years but we should 
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ba iinwilliiig to deprive the Governor General of this power. 
With an Assembly constituted for a fixed period and not liable ♦ 
to earlier dissolution, one of the normal means of removing 
deadlocks would be sacrificed, wliile the legislature would be 
guaranteed for a known period against the effective interfer¬ 
ence of the electorate. We greatly doubt whether this could 
be regarded as a satisfactory arrangement. 

133. Review of indirect election.—We have endeavoured 
in the preceding paragraphs to run rapidly over some of ihe 
salient points, arising out rtf the Commission’s recommenda¬ 
tion to substitute indirect election by the provincial councils 
for the present system of direct election by territorial consti- 
tneiicies. The subject is very complicated, and some of its 
aspects are highly toehnical. Theoretical and practical con¬ 
siderations are difficult to disentangle, and in estimates of 
the manner in v.diicli aiiy particular oloetoj’al system may be 
expected to work, tlierc is necessarily a large'element of 
speculation. 

It lias not been oiir object 1o indulge in merely des¬ 
tructive criticism. In no country has an electoral system yet 
been evolved, whicli is not ripen to objection. The choice is 
not between a perfect and an imperfect system, but rather 
(h'ponds upon the balancing of advantages oji either side. 
We readily admit that indirect election possesses advantages 
from the point of view of the federal principle which direct 
election cannot give. As a general proposition and on the 
considerations arising out. of Sir Walter Ijayton’s proposals 
for finance, Ave are disposed to \veleom(‘ a eloseiv connection 
b(‘tAvoen the central and the ])rovincia] legislatures. Tlie 
chance offered of getting rid of specific conminnal represen¬ 
tation at the CGiiire is not lightly to be discarded. It is only 
when wo set ourselves to examine the actual working of tlie 
indiiect svstem, its probable effect on the constitutional 
macliine at the centre, and its possible consequences in the 
provinces, that donhts arise. Some of those wo haA'^o already 
expressed. The confusion of electoral issues between the 
cenfj’o and tlu; yiroAdiicos, the dangers of excessive provin- 
cialijiation in the central legislature, and the election of the 
latter for a fixed term, all seem to us to contain the seeds of 
future complications. We are also impressed by the objec¬ 
tions to an allocation of seats in the Assembly on a imrely 
population basis. Tho alternative is an unequal allocation 
somoAvliat. on existing linos, \Arhich proceeds from an artificial 
Aveightage of nroAdnees. But any attempt to combine such a 
weightage Avith a natural representation of communities 
throughout India bv an automatic method is likely to en¬ 
counter great difficulties. 

Again, there are troublesome aifd perplexing details 
arising out of the use of proportional representation. 
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Since eight legislatures will be empowered to create a single 
legislature, somewhat larger than any one of them, and 
containing under the Commission’s scheme approximately 
250 members, wo would anticipate hvo results. We would 
expect that the members of provincial legislatures, as 
electors, would be called upon to express a number of pre¬ 
ferences, which must normally exceed thirty and noay run to 
considerably larger figures. We have been unable to discover 
any sufiiciently analogous precedent from which to judge 
liow the system of proportional representation, v/hen applied 
on this scale, may bo expected to function. Tlie second result 
of the system is tliat the number of votes which would suffice 
to secure a candidate’s ol(‘etiou by a provincial legislature 
would be on an average fiami ])i‘nvinco to province as small 
as eight. The use of restricted ciuotas for a system of elec¬ 
tion, whicli must bo secret, causes ns considerable anxiety, for 
we cannot*but attacli importance to fears already expressed 
that a wide door is thereby opened to the employment of im¬ 
proper methods. Moreover, as we have already said, there 
is reas(*n to d<inl)t whether quotas so small will in fact mduce 
any real sense of responsibility in the successful candidate. 

On the sum of these consideralions wo would ourselves 
inclin<* to the eonelnsion that a nudhod whereby the Assembly 
wonifl be wliolh' or mainly constituted by indirect election 
A^dmld not bo suitable. The certain objections seem to ns to 
outweigh the possible advantages. 

.134. A mixed system.—On the other hand, in view of the 
real advantages offered by the indirect method, we think that 
it deserves eonsidei'ation whether these advantages could not 
by some means bo attained without involving the ohjeefions 
to which w<* have drawn attention. 

An Assembly comprising elements dravn from both direct 
and indirect election, securing on the one hand “ terri¬ 
torial ” representation through indirect election by provincial 
councils, and, on the other, the representation of the “ all- 
India ” point of view and of special inter(‘sts partly by direct 
election and partly by nominatio i, might secure advantages 
and eliminato disadvantages on both sides. Sncli a method 
of constituting the Assembly would admittedly still he open 
to the disadvantage that it would remove the po.ssibility of 
making hn effective appeal to the country in the event of dis¬ 
agreement between the executive and the legislature ; and 
for this reason we are doubtful whether such a plan would be 
permanently suitable in the later stages of the development 
of the constitution. Bnt it is arguable that this objection need 
not bo conclusive before complete responsible government at 
the centre is introduced. As a transitional arrangement 
during the period, when the relations between the centre and 
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tbe provinces have to be adjusted and the stresses and strains 
created by these relations taken np, there would be much to 
be said for having a central Assembly in which “ aU-India ” 
views and “ provincial ” views could each be stated by their 
own respective representatives in debate.' We think that a 
scheme of this nature might usefully be examined. We 
foresee difficulties, particularly in the matter of securing pro¬ 
per communal representation, but it is possible that these 
might be corrected by providing special communal constitu¬ 
encies among the quota reserved for direct election, this 
method perhaps being fui-ther reinforced hy nomination in 
certain oases. We have not been able to work <jui in detail 
an electoral project on tliese lines, but wo hope that the prac¬ 
ticability of such a scheme might be considered along with 
ether alternatives at the Eourid Table (.'Jonferencc. 

135. Direct election. —We now turn to a brief considera- 
/ion of the sj'slem of direct election. The most obvious and 
'perhaps the most grave defect of direct representation is, as 
the Commission have obseuwod,^ ‘‘ the unwieldy and indeed 
extraordiiuuy size of many of the existing constituencies 
rendering in their view reality of representation impossible. 
The difficulties of polling even a limited eh'ctorate over an 
nrea so vast and of such varied physical characteristics are 
evident. In the past direct election has c(utainly not secured 
that intimacy between voter and candidate which it attains 
in small compact countries, and we may expect personal con¬ 
tact to become more difficult wluui the fraiichisci is extended. 
Nevertheless there are other considerations, of which wo con¬ 
sider that account should be taken before a definite break 
with dircK't territorial representation is made. Tlie real point 
at issue is whether the physical coiiditums of India in fact 
make direct election ineffcictual. 

We believe the facts to be somewhat as follows. T’irst. 
the central elector has exercised the franchise vritli increasing 
readiness and at least as freely as the elector to provincial 
councils,. A great deal of the business of the central legisla¬ 
ture is as intimate to the elector, and is as fully within the 
scope of his understanding, as the business of the provincial 
councils. Wo need cite only such matters as the Sarda Act, 
the income-tax, the salt tax, the railway administration, and 
postal rates. Uven move abstruse matters, such as the ex¬ 
change ratio and tariffs, interest large sections of the clec- 
ioralo. Sorond, the electoral methods natural to the social 
structure of India may be held to some extent to replace per¬ 
sonal contact between candidate and voter, a contact which 
adult suffrage and party organizations make increas¬ 
ingly difficult in western countries. The Indian elec- 
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torato - is held together by agrarian, commercial, pro¬ 
fessional and caste relations. It is through these 
relations that a candidate approaches the elector, 
and in this way political opinion is the result partly 
of individual judgment, hut to a greater (*xtent than elsewhere 
of gT{>u[) movements. These relations and groups provide in 
India a means of indirect contact between voter and member, 
rednciiig the obstacles which physical conditions entail. More¬ 
over', we are impressed by the further consideration that ten 
yoai'S ago I^arliament of its own motion set ny) for tlu* first 
time a directly elected Assembly, representative of the whole 
of India. That Assembly, in yrart yrerliayrs because it is 
directly elected, has appealed to the sentiment of India, and 
sown tlm seeds, as yet only cpiickening, of real representa¬ 
tion. Accordingly, unless new considerations of greater ini- 
portanee hgvo to he takini into account, we feel reluctant as 
yet to condemn an experiment nndertaken so, reeenlly in a 
eoimtrj. aM’akening to political consciousness. 

Idfi. Advantages and disadvantages,--On these general 
grounds we would hesitate to hold tliat the orthodox method 
of I'eyiresentaiion by direct election is nnsuited to the condi¬ 
tions of India. It may he admitted that? during these ten 
years direct electiou has not achieved all tlie results which 
Parliameut perhaps hoped, nor lias it overcome all the ob¬ 
stacles which the vast size of tlio country and the comp]ic,ation 
rtf separate electorates impose. But in many ways its success 
has been growing, and it has contributed to the strength of 
the Assembly as a focus of national allegiance. On tlie other 
hand it would not jirovidc that expression of yiroviiieial views 
as .such wliieli may be judgc'd desirable in the new conditions 
contemyilated by the Commission, In financial matters, 
in yiarlicular, this defect may be serious. But, as against 
a plain alternative of indirect election, we believe that the 
balance of the argument is in favour of the mniiitenauce of 
direct electiou. 

137. Summary.—We have now examined briefly the 
methods of direct and indirect election. For the clrcum- 
stanees which exist to-day in India there is no yiarallel in 
constitutional history, and the question is admittedly very 
open. The opinion of provincial Govornments is divided in 
regard to it. Without forming any final conclusion, we have 
expressed a preference for direct election, but have suggested 
that it may be found possible 1o devise a eornbiiritiuii of the 
direct and indirect methods, which might go far to reconcile 
the different considerations which have force on cither side. 
One of the two preliminary points which we took, when ap¬ 
proaching this question of the composition of the Indian 
legislature, was to disclaim any intention of suggesting its 
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ultimate form. Those who support the Commission’s 'scheme 
can similarly maintain that its adoption to meet present con¬ 
ditions should not be taken as committing tlie country for all 
time to the indirect method of election. It is not impossible 
that, viewed in the light of ))ractical expediency, the Commis¬ 
sion’s proposals may attract considerable support. But, in 
any case, wo feel that the method of election is essentiaily a 
matter, on which the considered judgment of Indian opinion 
should have great weight. We would ourselves bo much 
influenced by the trend of discussions at the Round Table 
Conference upon it. 

138. Nomination. —^^Ve turn n(>w to the hroadi qiiestions 
of the composition and size of the Assembly. The first |ioint 
for consideration is the extent to which a nominated element 
should be retained. We have already expressed the view that 
the difSculties inherent, in the problem at the centre would . 
be greatly enhanced by constituting the executive and the 
legislature on principles which would widen the gap between 
them. If the proposals we make for a partnership 
between Britain and India, in the government of India, are 
accepted, it would, seem to follow that there .should ho part¬ 
nership in the logislatiire as well as in the ex(?cutive. A 
■u'liolly responsible executive would naturally obtain support 
Jn a wholly populai- ;Vss(*mbly. But if at prG.sent the execu¬ 
tive must be, either by specific provision or by convention, 
of the cuniposito character we have envisaged elso''v]iere, it 
can hardly count on ohlaining adeipuite support for its ad¬ 
ministration as a v.diolc, merely through the coniu'ctious of 
its political members with the legislature. Accordingly, wo 
do not think tliat the time lias yet come for tlie 
abolition of the nominated portion of tlie Assembly. We 
would retain nomination for the two purposes of 
curing inequalities or defects in lepresentation by election, 
and of obtaining .some additional support in the Assembly for 
an executive of the form which w'e contemplate. We would 
in this way secure an element to repres,ont the unenfranchised 
and inarticulate, as well as spoke.smeii who would explain and 
defend the purposes for which Parliament mu,st retain 
intere.st in the administration of India. We would not 
increase the p>resent number of members entering by the 
door of nomination, and we would allow the proposals, which 
we jiroceeil to make for the enlargement of the Assembly, to 
have effect in reducing the weight which the nominated 
element wdll in future have in debate and division. Th® 
proportion in w'hich nominations might be divided by the Gov¬ 
ernor General between officials and non-officials should wq 
think he elastic. As hurmony between the new executive and 
the Assembly grows, as we hope it will, it should bo possible 
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to malvfi a diminishing use of nomination for the inehision of 
officials. But the necessity for maintaining strength in the 
central Government forbids too drastic a limitation 
of the Governor General’s power to secure some measure of 
assured parliamentary support. We hope that the necessity 
for the use of that power will finally disappear, but in present 
conditions we consider its retenlioii a wise precaution. We 
would thej'efore impose the i)resent maximum on the nomina¬ 
tion of officials, but otherwise leave the discretion of the 
Governor General in his choice of official or non-official 
nominees unrestricted.. 


139. The size of the Assembly and its life-time.—The 
total nuinbej' (»i' the membci's of the present Assembly is 145. 
We consider ri'asonable llie geiu'i’ul desin? for some enlarge- 
imuit, but practical considerations must, we think, control the 
increase in. nuonhei'shii). Tiiero arcf limits to the number of 
officials wh(» can sit in the Assembly, and limits also to the 
ext(*nt to wdiich lumiinalion can be used w'ithoiit embarrassing 
results. Wliile we agree to some reduction in the existing 
•pro])ortion of nominated to elected member'--, it i ' essential 
that the relative strongtl) of jho former should be sufficient to 
enable tliein to discharge the functions wdiieh wo have 
(h'serihed in tin; preceding ])aragrHph. Our general aim 
therefore would he a house somewhat larger than at present, 
aod w(j should contemplate a maximum strength of 200 
memboi's. We should expect (.letailed and local examination 
to show llial constituencies, which arrange the prcsonl electo¬ 
rate in suitable groups, and maintain the existing provincial 
proportions, need not number more than about 150, and that 
a maximum strength of 200 nnuuhers would bo appropriate 
for a house including also j'ejnvseiitatives of special interests, 
and a nominated element. 


We accept the proposal of tlie Cminnission and of the 
Indian Central Committee that the life of the Assembly should 
be five years. 

140. The franchise.—The i)v-)blem of the franchise for a 
directly elected vVssembly has Uidui-ally not presented itself 
to the Commis^siou, and in eonsecpienco has not elicited any 
expressions of opinion from the provincial Governments. It 
was m*t mentioned by the Indian' Central Committee. If 
direct election is retained, we would be disposed to favour 
some extension of the franchise, in view of the smallness of 
the present electorate and its general character. Any reduc¬ 
tion in the proportion of the nominated element in the 
Assembly, official and non-official, which at present alone re¬ 
presents the unenfranchised and inarticulate, makes an ex¬ 
tension of the franchise more desirable, and we think that th<? 
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franchise qualification should he investigated by the Fran¬ 
chise Committee, with instructions to make suggestions for 
a reasonable extension. 

141. Constituencies. —^We do not desire to cover again the 
ground of communal representation and the forms which it 
might lake, so I'lilly explored by the Commission.'^ 'Wo are 
in accord with their general conclusions and, in the 
absence of agreement at the centre, would feel bound, 
in a directly olocted Assembly, to retain communal representa¬ 
tion, derived from separate electorates, approximately in 
its present proportions. The territorial constituencies 
would then be ditfereiiliaied as non-Muslkn, Muslim, Sikh 
and European. We Avould keep the existing distribution by 
provinces, miles,s on further examination some modiftcatiou 
seemed necessary and feasible, but we would aim at carrying 
into effect the proposals of ilic Commission for the elected 
representation in tlie Assembly of the centrally administered 
areas. The special interests to lie represented by election 
might continue to be ihoso of landhohWs and Indian com¬ 
merce. We tliink it important that European commerce 
should b<‘ directly represented in the Ass<‘mbly. 

142. Illustrative statement.—While; wo lia\'e loft open 
the question whether the Assembly should bo eonstitulod by 
direct or indirect election, we think it may be an advantage 
if we sliow in detail llio composition wo would suggest for a 
directly elected Assembly. The Assembly would laiN'o a 
total maximum strength of 200 members, including 150 mem¬ 
bers rein rued b.y teri*itorial constitncncies. The 50 remain¬ 
ing seats would bo filled by the return of 12 members by 
direct election to represent the interests of landholders and 
Indian conimeico, and by tlie nomination of 38 members. 
The former category would include, as at present, 7 repre¬ 
sentatives o,f landholders and 5 representatives of Indian 
commerce. The nominated category would contain a limited 
nnmlKo* of officials within a maximum of the present figure 
of 26, and would provide for the representation intnr alios of 
th(; depressed classes and labour, until conditions permit the 
use of direct election by these interests. 

The siateinont wltich we append does not comprise all 
the 200 seats. It has been prepared in illustration of a 
possible distribution by provinces and communities of the 
150 seats, which would be filled by election from the general 
territorial constituencies, and to show a comparison with the 
existing arrangement. 
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The Upper House. 


143. The need for a strong second chamber.— “The Coun¬ 
cil of State ”, the Commission remark,* “ represents the 
more conservative elements in the country and, in particular, 
sections of society which have most to lose by hasty and ill- 
considered legislation We believe that danger of such 
legislation will long coiitiime and that a second cliambei' 
will always be required as an element in the Indian 
legislature. There are, however, reasons why at the present 
stage the Council of State should be composed with x^articular 
care. It is not proposed to have a form of purely popular 
govenuneid at the centre, and a unitary executive, however 
amenable to the influence of the Assembly, cannot be directly 
responsible to it, Jn those cireunistaiiees, we cannot oxfiect 
that harmoTU' !»etween the executive and the lower house will 


always jirovail, and the merits of administi'ative policy 
may not invariably receive that consideration which the 
executive would desire, it is of importance, thereforci, that 
tliore shcnld bo a second chamber, so constituted as to be 
able to give to the executive' roasoiiahic and discriminaiing 
support. Again, the (lovonmr (icneval will continue to be 
cliarged with the duty of securing those jiurposcs which 
will bo tile concern of Parliament, and it is desirable that, 
as t'aj' as jxis.sible, these powers should not be brought into 
play in opposition to the wishes of the Assembly, until the 


decisions of that body have been reviewed by the calmer 
judgment 'of the Pomieil of Stati;. 


144. Numbers and qualifications of members. —The Coun¬ 
cil of State has in the past exercised to the great benefit of 
the country the functions which wo have just described, and 
we think that it siionld remain much as it is at fu'esont. We 
conciii- in the conclusions of the Commission that the 
iiuinhei’s and the proportion betw'ceu elected and iion- 

- elcctfid should be left unchanged, and that the qualifications 
for membership of the upper house should continue to be high. 
The present qualifications for membership are the same as for 
the franchise, and wo agree with the Commission that they 
miglit in future be perhaps less wide than at present. An 
oiiquiry iido suitable qualifications miglit well ho undertaken 
on the line.s suggested by the Commission. 

145. The electoral method, —The present method of return¬ 
ing members of the Council State by direct election has 
been succes.sful in composing the upper bouse on suitable 
lines. Our own preference would be for maintaining the nre- 
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Bent system, but we recognize that, if the Assembly were to 
continue to be constituted on the basis of direct election, there 
might be some advantage in taking occasion through the 
Council of IState of familiarizing men’s* minds with the 
federal idea and the system of indirect election proposed 
by the Commission. We would, however, make our accept¬ 
ance of change in the existing method of election conditional 
upon two objects being attained. We should wish to be 
satisfied that the change involved no prejudice to the rights 
of minorities. Our second proviso would be that the 
change commended itself to public opinion. Subject to 
these two considerations, we should be prepared to accept 
the proposals of the Statutory Commission. 

146. Nominatiou.—There are two arguments, which 
weigh with us in retaining the existing proportions of elected 
and nominated members. First, we hesitate to rely altogether 
on the qualifiQations, which will be prescribed for candidates, 
to secure an element which has proved valuable in the past 
and is indispensable in a senatorial body. In paragraph 8 of 
our Eeforms Office despatch No. 3, dated the 6th May 1920, 
Lord Chelmsford’s Government made the following observa¬ 
tion : “ The functions of such a chamber, as we conceive 
them, are those of a revising body, capable of exercising in 
• relation to the popular chamber a restraining though not 
an overriding influence, and its composition is a corollary 
of its function.s. The members of such a body must be 
persons possessing what has been called the senatorial 
character ; they must, that is to say, be men who will bring 
to bear, on problems of State, the qualities of knowledge, 
experience of the world, and the sobriety of judgment which 
comes thereby. No form of indirect election could satisfy 
these requirements. At its best, this method would produce 
a body which merely reflected the views of popular elec¬ 
torates ; at its worst, one which consisted of the delegates 
of small electoi’al cliques ; but in no circumstances could 
it yield a true senate.” We do not now press these views 
BO far as to reject indirect election altogether. They are 
how'ever still a justification for retaining adequate scope to 
maintain by nomination the senatorial character of the 
chamber. Second, we consider it desirable that for some 
time longer the central Government should be able to count 
on support from the upper chamber. For that reason it is 
essential that the Council of State should remain a body 
of conservative disposition. We would, therefore, retain 
the power possessed by the Governor General to make 
nominations both of officials and of non-officials, observing 
that the Governor General is at present under no obligation 
to nominate the maximum number of officials and indeed in 
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practice nominates a smaller number. We would hope that 
this discretion to reduce the nominations of officials might, in 
the future, be more freely exercised than at pr^ent and it 
might well be that if the method of indirect election were 
adopted, more frequent resort to nomination of non-officials 
might be necessary, in order to represent interests or com¬ 
munities whicli fail to secure representation through pro¬ 
vincial legislatures. 

147. Life-time. —^T^Hietlier the Council of State is elected 
directly or indirectly we agree with the view of the Statutory 
Commission that its life should bo seven years. 

DEB^ENCE. 

Administrative problems. 

148. Connection of civil departments with the adminbtra- 
tion of defence. —^Having described the general administra¬ 
tive and legislative dispositions at the centre,'which appear 
to us to accord best with present conditions, we desire to 
consider in greater detail how these dispositions will affect 
some of the more important of the departments of Govern¬ 
ment. The Commission have fully recognized the importance 
of the subject of defence, which indeed constitutes one of 
the most difficult of all the problems at the centre. In, 
putting forward their scheme, they have been largely 
actuat ed, as they point out, by the desire to remove what might 
otherw ise term a continuing barrier to constitutional progress. 
Any proposals designed to produce this result merit the most 
eureful and sympathetic consideration. We have already 
discussed tlio proposals for the exclusion of defence in so 
far as they affect the structure of the central executive ; 
and we have examined in that connection the suggestion 
that the removal of the control of the army from^ the 
Govermnent of India would clear the way for constihitional 
advance. We will now endeavour to consider how the pro¬ 
posal would affect the army administration itself. We have 
been impressed by the accuracy and insight with which the 
Commission have analysed the problem, and by the in-., 
genuity of the solution which they propound. The essence 
of their proposal, as we understand it, is a mutual agreement 
between Great Britain and India that for the time being the 
defence of Tndia shmdd be regarded as an Imperial con¬ 
cern carried on in co-operation wdth, but outside, the civil 
administvalion of +be country. Bv a similar agreement, a 
^ed total sum woidd be made available from Indian revenues 
for defenro exTiendi'ure .‘Jubmo'^ to revision at suitable in¬ 
tervals. T^o idea has nndoubtedlv many attractive features. 
We have however, to ask ourselves two questions, first, 
whether, in iho cu'’oavoTir to avoids a constitutional difficulty 
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of a specral character, India may not fall into a greatoir 
danger by attempting to detach an important function of 
Government from its true place in the organic whole : and, 
second whether the control of defence can as a matter of 
fact bo isolated ih the manner proposed. It has to be remem¬ 
bered (and experience in all countries during the Great War 
has bi’ought home this lesson very forcibly) that 
the administration of defence cannot be made the 
business of one department of Government alone. 
The suceesgfful conduct of war does not depend solely on*the 
sti’ongth of the armed forces available, the manner in which 
they are raised and controlled, and their general state 
of preparedness, but upon the combined efforts of the Gov¬ 
ernment and the country as a whole. A modern war may, 
and gtnierally does, involve all the resources of tlie nation. 
In considering the wider aspects of the defence problem, the 
defence administration of the State cannot be dissociated 
from othcj* branches of the administration, such as finance, 
maintenance of order and the quelling of civil disturbances, 
posts and telegraphs, railways, trade, shipping and transport, 
iabouj*, health, and even education. The efficiency of the 
fighting services depends to a large extent on the general 
efficiency of the nation in these departments, and on the 
. degree to which the national resources have been co-ordi¬ 
nated ill peace, and can be harnessed in war. The respon¬ 
sibility of Government for defence is thus a joint responsi¬ 
bility. The Commission evidently had these facts in mind, 
for they have laid special emphasis on the necessity for 
continuing unimpaired the help and assistance which the anny 
at present looks for and obtains from the civil admiuistra- 
ticui. If we have correctly followed their line of thought, they 
believe that the co-operation of the civil departments inHhe 
day to (Jay administration of defence can be secured on the 
same has's of mutual agreement as is necessary to the iu- 
troduc,ti(m of their scheme as a whole, though the moans for 
ensuring such co-operation must in the final resort rest in the 
hands pf the Governor General. We have to examine thia 
assumption from the practical point of view. 

149. Position of the Army Department under the es^ting 
system.—^In the central Government as at present constituted, 
there is no fundamental difficulty in correlating the aclivitiei, 
and defining the responsibilities, of the various civil depart¬ 
ments in regard to defence. Questions, which are the joint 
concern pf the’ army and one or more civil ‘departments, are 
dealt with under the ordinary inter-departmental routine of 
tlie Government of India, end decided ultimately, in the e\,ent 
of .disagreement, by a reference to CouncQ. It is true that 
* the procedure is sometimes found to be cumbrous, and that 
the need for co-ordinating institution, analogous to tha 
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Committee of Imperial defence, is not infrequently felt. 
is at the most, however, a remediable defect in the adminis¬ 
trative machinery. The Government, in its present unitary 
form, does provide the means of solving departmental dift'er- 
ences, and precludes the possibility of deadlosk. 

150. Our apprehensions regarding the position of the 
Army Department under the Commission’s proposals.—We do 

not feel sure that this would still be the case under the arrauge- 
mentp j)roposed by the Statutorj’^ Commission. The Army 
Department would cease to be a constituent unit of tko 
central Gov^jmment. It could no longer rely on its position 
as a department of the Government of India for suppf>rt 
when claiming the co-operation of other departments, or im- 
deavoiiring to impress upon them its peculiar requirements 
or points of view. The burden of persuading a civil depart- 
BUrnt in the last resort to take or withdraw any action in the 
interests of the army would rest upon the shoulders of the 
Governor General, whose task would be made no easier by 

fact that the central Government had been deprived of 
its direct share of responsibility for defence. It is not, 
ih our opinion, merely a question of the provision of facili¬ 
ties in regard to recniitment, transport, and other matters. 
The Aimy Department is iu contact with civil departments 
from day to day. At present it deals with them on an equal 
footing : 1ml if it became an authority separate from the 
central Government, some friction would almost certainly 
ensue. The position of an excluded Army Department would, 
we think, be difficult enough even if the central executive were 
constituted, as the Commission propose, with an official ele¬ 
ment, and were not responsible to the legislature. But if,the 
exclusion of defence fullillod its avowed object of removing 
the constiiulional barrier to complete self-government and 
the Army Department, administered by an Imperial agency, 
found itself in daily contact with a central Government 
responsible to the legislature in all respects, wc apprehend 
that the possibilities of friction would bo greatly increased. 

351. Arguments on the other side.—^It is, of course, pos¬ 
sible that we have over-estimated these disadvantages. It 
may be con tended'that so far as the provinces are conceniod, 
ehould^ effect he given to the constitutional proposals of the 
Commission, the co-operation which is needed for the success¬ 
ful administration of defence must depend in the first 
instance on goodwill and mutual understanding (the ulti¬ 
mate power resting in the hands of the Governor General), 
whether the ai*my remains an integral part of the Govom- 
ment of India or not. In regard to the centre, it might fur¬ 
ther ho argued that as a matter of fact conflicts between the 
a r m y and the civil departments are not frequent, and that it 
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IS hardly reasonable to assume that antagonism and oppofli-^. 
tion will become the rule, and co-operation the eicceptin^ 
merely because the army has been placed, for administrativo 
purposes, under the Governor General. Though under tbd 
-Cojninission’s proposals the army administration would be 
outside the Government of India, the responsibility of the 
latter to co-operate in the defence of the country would re¬ 
main unimpaired, and the powers of the Governor General 
would be in reserve to enforce that responsibility. It might 
iilso be questioned whether an army administration, excluded 
by mutual agreement from the Government of India, would 
be faced with any greater difficulties in securing co-operatiou 
m.‘d co-ordination of effort than an army administration form¬ 
ing j)firt of a Government of India, which was in other 
matters responsive to the legislature. We do not ourselves 
hold these views, but we think it desirable, in connection with 
so im])ortant a proposal, to state the ai'guments on either 
side. 

152. In the legislature.*—The removal of the Ck>mmander- 
in-Chief and the Army Department from the Government of 
India might lead to complications in the legislature. The 
CorniiiissM)]! observe* that the Anny Secretary would he 
available in the Logi.slative Assembly. He would however 
cease* to be* an official of Gie central Government, and, as that 
Goyenimeiit would he divested of its share in the respon¬ 
sibility for defence, he, would act, not as its spokesman, but 
as the mouthpiece of an Imperial agency. His position in the 
Assembly as the official exponent of policies for 'which the 
Gowjrjiment e)f India were not responsible, would be in our 
view anomalous and embarrassing. There is already a ten¬ 
dency to (iriticize the existing ari'angement under which the 
Army Department is represented in the Assembly by a Sec¬ 
retary, and not by a member of the Government. We thijik 
that there might be greater cause for dissatisfaction if tlje 
spokesman on military matters were not even an official of^ 
the Government of India. The C/ommission indeed propose* 
that the Leader of the Federal Assembly should take charge 
of important debates on military . ubjects : but although the 
Leader of the Federal Assembly might personally carry great 
weight, his role, in army debates, would be merely that of an 
advocate briefed for the occasion. 

Here again we do not overlook the arguments on the 
’’other side. If defence were excluded from the Government 
of India by general agreement, the Assembly might tend to 
concern itself less with the details of army administration, 
especially if it were represented in a standing defence com- 
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mittee, and had opportunities for the discussion of army 
policy, as the Oommission suggest. 

153. Effect upon the Indian soldier.—Our arguments so 
far have dealt with the administrative objections that might 
he urged against the Commission’s proposals. There is 
another important aspect of the matter. The Conmiissltm 
have stated* in their report the main argument on which their 
pi'oposal is based. It is the principle that the protection . 
of the frontiers of India, at any rate for a long time to come, 
should not be regarded as a function of an Indiaii govern¬ 
ment in relation with an Indian legislature, but as a matter 
of supremo concern to the whole Empire, which can only be 
effectively organized and controlled by an Imperial agency. 
We do not here wish to enter into the question of the fiegree 
to whicli the defence of India may be regarded as an [niporial 
rather than a purely Indian concern. We do consider it 
relevant, however, to note that the greater part of tlie rank 
and file of the army in this country consists of British Indian 
subjects. The Commission’s proposals might be thought to 
have the effect of removing Indian officers and men from the 
sers’ice of the Government of India, and of turning them into 
employees of an Imperial agency, whose policy miglit be 
dictated to a large extent by the War Office. It is possible 
that the effect of this change in the. status of the Indian 
Soldier would not immediately be felt. Under the Commis¬ 
sion’s proposals, the army would still be directly subordinate 
to the Commander-in-Chief, and would still be under the 
supervision of the Governor General. The dissociation of 
the army from the Government as a whole might, however, 
in time ]Vroduce reactions unfavourable to the Indian soldier 
during his army career, and might also tend to deprive l)im 
of the protection and sympathy of the civil administration 
in his retirement. 

The advocates of exclusion may reply that here alsf) the 
goodwill and co-operation of the provincial Governments must 
be assumed, and that, if these are not readily forthcoming, the 
Government of India would at any rate be in no better a posi¬ 
tion than a separate Army Department to secure the interests 
of individual soldiers and pensioners. We do not ourselves 
hold this view. We believe that, in this as in other matters, 
the representations of the Government of India are likely to 
carry more weight with local Governments, ho matter how 
autonomous, than those of a detached authority. » 

154. Conclusion : the army shonld preferably remain 
under the Government of India. —Our conclusion'.. . after 
weighing the arguments on both sides, is that it would be 
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preCeva])le that the Government of India shouJd retain 
its control of the administration of defence. The Commis¬ 
sion themselves, however, recommend the adoption of their 
scheme only on the understanding that it meets with accept¬ 
ance. If Indian opinion were decidedly in its favour, we 
should he prepared to reconsider our views. The proposal 
hitherto does not appear to have enlisted any public support. 

155. The portfolio of defence.r—If this view is accepted, 
the portfolio of defence would continue to he held by a 
meml)er of the central Government. This brings lis lo the 
question of the position of the Commander-in-Chief. We 
consider that there is great force in the Commission’s re¬ 
commendation that the Commancler-in-Chief should cease 
to he a member of the central Government, occupying a seat 
in the Indian legislature. The present otBcial position of 
the Oommander-iri-Chief, combining as it does the func- 
tioii of the supreme Commander of the forces in India with 
that of permanent Army Member and Government spokes¬ 
man on aimy affairs, is becoming increasingly difficult and 
emharravssing. The problem had arisen before the appoint¬ 
ment of the Statutory Commission, and we had already for 
some time been consitUring the possibility of some such solu¬ 
tion as the Commission propose. We agree that the 
ComDiaud()r-in-(^hief should cease to be a member of the 
Indian legislature : and we recommend that his place in 
that respect should 1>g taken by a civilian member for de¬ 
fence, who would become the responsible member of Oov- 
orumeut and Government spokesman in the legislature in 
all matters of defence policy. This, in our opinion, w^ould 
eouslitiite the siniplost method of relieving the ComiYiander- 
in-Chief of duties which are extraneous to the nature of his 
professicoi and appointment. The change would involve no 
dislocation of the existing machinery and the actual conduct 
of business between the Army Department and Army Head¬ 
quarters would proceed on the existing lines. The Com¬ 
mand or-in-Chi of should, however, retain the right of direct 
access to the Governor General, and should, as a 
matter of rule, he present in Council when military affairs 
arc discussed. The mutual relations of the Commandov-in- 
Chief ami a civilian defence member would not present 
the difficulties that were found to arise when the Coni- 
mander-in-Ohief and the military member, both high mili¬ 
tary officers, were both also permanent members of the 
Executive Council. 

156. The anny estimates. —^We find ourselves in agree¬ 
ment with many of the Commission’s observations on the sub¬ 
ject of nrlitaiy expenditure. It will be for His Majesty’s 
Government to consider whether the Oomipission’s argu- 



ments iu favour of a subsidy from Imperial revenues 
should be accepted, and whether the Government of India 
csan (jstablish a claim to a fixed contribution determined by 
the factors to which the Commission have referred. We 
are in favour of the proposal for the constitution of a com¬ 
mittee on araiy atfairs, including members of the central 
legislature, for the purpose of discussing and keeping in 
touch with military quesiipns, as lecommoJided* by the 
Commission. We are alsJJ in-favour of the CommisBion^s 
suggestion that military expenditure from Indian revenues 
should hencefoiward take the form of uu annual total sum 
fixed for a i)criod of years, and revised at intervals. The 
general position of the legislature in regard to defence matters 
should, however, remain unchanged : in particular, the exist¬ 
ing facilities for the annual discussion of military policy and 
expenditure, in the course of tlie ])iuigel delMes iu the 
Assembly, should continue. 

hidianisation, 

157. The Commission’s survey of the problem.—In chapter 
10 of the first volume of the report, the Commission have 
presented a comprehensive picture of the military problem, 
notable for its impartial, yoi sympathetic, treatment ot a ‘ 
most ditficult subject. That the Commission recognize the 
supreme importance of this question is made clear 
in the first sentence of the chapter, where they observe that 
in considering the implications of the policy, to the pursuit 
of which the British Parliament is solemnly pledged, for the 
increasing association of Indians in "every branch of Indian 
administration, and for the development of responsible gov- 
eniment in Britisli India, no question is at once more diflScuit 
and more crucial than the,, future organization, recruitment, 
and control of the array in India,! We think it worth while 
to quote in full one passage ;t 

For the pniq) 08 es of the constitutional inquiry 
upon which we are engaged, the method by 
which Indianization might proceed is not 
80 immediately important as the fact that 
it has at length begun, and that it is 
recognized that the pace at which it pro¬ 
ceeds is conditioned by the efficiency of 
the results obtained. A completely self¬ 
-governing India must be in a . position to 
provide itself with armed forces, fit to 
undertake the tasks ^yllich armed forces in 
_ India have to discharge, so far as th ose tasks 
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are the special concern of India itself. It is 
not to be supposed that units recruited in 
Britain and officetcd by British officers are 
, going to be mercenaries in some future India 
where the ultimate military authority rests 
with an Indian Minister for War or with 
an Indian Cabinet, responsible to an tndian 
elected Assembly^ji^^iian nationalists are, 
therefore, perfectly^lit in attaching great 
importance to army questions in India in 
relation to India’s constitutional develop¬ 
ment. It is essential to the honour of 
Britain, in relation tn tlie assurances which 
have boon given that >ve are sincerely aim- 
,ing at the attainment of self-govemnient in 
. India, that the transformation should be 

given every fail* chance. The change is 
bound to be slow, and it is ranch more likely 
to come about smoothly and successfully, 
if the difficulties are honestly faced on both 
sides in a spirit of complete goodwill.” 

These words sum up clearly and succinctly the whole 
problem of ludiaiiizatioii. It is of paramount im¬ 
portance that wo should satisfy Indian public opinion that 
we are in earnest in our policy, and that our measures of 
Indianization are directed toAvards a definite goal. It is 
equally importatit that our critics, on the other hand, should 
recognize that the maintenance of efficiency is an indispoii- 
fiablo condition of progress, and that this plea is not raised 
for the purpose of ohstriictlng legitimate demands. 

158. The Commission’s recommendations.—The Commis* 
fdon have put forward a tentative proposal* for the develop¬ 
ment of a separate army of a dominion pattern, recruited for 
purposes of internal order, but sharing with Imperial 
troops the burden of external defence. This army, if and 
when created, would be under the control of an Indian 
minister. The suggestion is rope.ited in paragraph 211 of 
the second volume, whore it is further made clear that the 
dominion army would be independently paid for and con¬ 
trolled, and contain no British element. The Commission 
recognize, however, that the suggestion raises many diffi¬ 
culties, technical and financial, and that the time for so 
considerable, a departure from the established organization 
has not yet come. We shall return to this subject later. 
For the present the Commission urge that we should go for¬ 
ward steadily, as we are pledged to do, with the Indianiza- 
tion of the army, subject only to the overriding requiremeutg 
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of military efficiency : and they consider that this obligation 
should continue to be honoured in the letter and the spirit 
if the army in India were to pass, as they suggest,* out of 
the control of the Government of India. We nee^ haydly 
say that we accept this view of our obligations. Our present 
policy of Indianization is indeed based upon it. We believe 
that the pursuit of that policy, in the language of the fore¬ 
word published with your jpredocessor’s approval to the 
report of the Indian Sandhurst Committeee, “ offers the sure 
stable line of advance towards the creation of a dominion 
6 imy By “ the creation of a dominion army ” we mean 
«.thc evolntion of a self-contained Indian force, to be com- 
mandedtflipd officered eventually by Indians and to be under 
|he control of a self-governing India. Wo propose to describe 
the progress that has already been made in Indianiza- 
' tion, ^ce the announcement of decisions on the report of tho 
Indian Sandhurst Committee, to state 4;he position now 
leached, and to indicate what the next steps in advance are 
likely to be. 

159. Progress of Indianization since 1928.—In March 
1928, we announced that in future the number of vacancies 
available for Indians at the Eoyal Military College, Sandhurst, 
i^^ould be increased from ten to twenty a year, and that some 
vacancies would be thrown open to Indians at the Royal 
Military Academy at Woolwich, and the Royal Air Force 
College at Cranwell. The first examination under the new 
conditions was held in November 1928, but it was not until 
the November examination of 1929 that, for the first time, 
the number of Indian candidates qualified for Sandhurst 
exceeded the number of vacancies offered. At that examina¬ 
tion, eighteen candidates passed tlic examination, against ten 
vacancies. At the same examination, six Air Force candi¬ 
dates, i.e., the minimum number required to initiate an Indian 
Flight, .snccceded in qualifying for Cranwell, and two Indians 
also passed into Woolwich. Tip to that point, no Indian had 
passed for. either Woolwich or Cranwell. We have recently 
received final results of the examination held in June 1930. 
Two candidates succeeded in qualifying for Woolwich, and 
ten for Sandhurst. The number of those qualified for Sand¬ 
hurst was therefore, on this occasion, exactly equal to the 
number of vacancies offered. For future calculations, it may 
be assumed .that the number of candidates qualifying for 
Sandhurst will not fall below the present number ^f vacancies, 
namely twenty a year. To those should he added a number 
of Viceroy’s commissioned officers nominated to Sandhurst 
as Viceroy’s commissioned officer cadets. The prescribed 
annual maximum for such nominations is five, but for the 
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present not more than two or three suitable candidates art 
likely to be forthcoming from this source every year. In. 
addition, we may expect an average of three or four candi¬ 
dates a year qualifying for either Woolwich or Cranwell. 

160. Number of Indianizing units required. —^An annual 
output of twenty officers with direct commissions from Sand¬ 
hurst, together with an amiual average of two or three 
Viceroy’s commissioned officers granted King’s commis¬ 
sions, w'^ill, in the course of time, supply an officer establish¬ 
ment sufficient for a complete infantry division of twelve 
battalions, a pioneer battalion, and a brigade of three regi¬ 
ments of cavalry, together with an adequate margin for 
ancillary departments, staff and command appointments, and 
♦for wastage in premature retirements and transfers to civil 
departments.. The calculation assumes the conversion of thf 
officer establishment of Indian units from the existing patten^ 
which consists of twelve to fourteen King’s commissioned 
officers and nineteen or twenty Viceroy’s, commissioned 
officers, to a homogeneous cadre of twenty-three to twenty-five 
King’s commissioned officers. Our scheme therefore at its 
presold stage, envisages the Indianizaiion in all of_ sixteeiL 

* T mits_. idl-xavalry, infantry pd pioneers, in addition "'{o 
sucir units of artillery, signals and engineers as may 
hereafter be officered by Indians from Woolwich, and to 
the air squadron which we hope to raise gr.adually with 
Indian officers trained at Oanwoll. The eight units hitherto 
set apart for Indianizatioii are still officered on the pattern 
mentioned above. But these officer establishments will iit 
the course of time be insufficient to accommodate the increaa- 
iiig number of Indians commissioned through Sandhurstv 
If will then be necessary either to set apart more units for 
Indianizatioii or to begin the conversion of the officer estab¬ 
lishment to the British pattern, or to introduce a combination 
of both these measures. We have not yet decided which 
procedure we shall adopt. An important factor in the deci¬ 
sion must naturally be the necessity of securing the rights 
and prospects of the Viceroy’s commissioned officers, and of 
the sepoys and sowars who enter the irmy with the ambition 
of being promoted to Viceroy’s commissioned rank. 

161. Question of an Indian military college.—^The in¬ 
creasing numbers of succes.sful Indian candidates at these 
examinafions bring us nearer to the point when the ques¬ 
tion of the establishment of a military college in India 
must be decided. The Indian Sandhurst Committee, in 
paragraph 44 of their report, stated that according to the 
export evidence they had received, the desirable number of 
candidates for the starting of an Indian military college, if 
it were to have an efficient organization, was 100. They 
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accepted that as the initial number, and proposed that the 
college should be inaugurated in 1933, with an intake of 
33 cadets in that year. The establishment of 100 was to 
be reached in 1935, when the first batch of entrants would 
be commencing the third and last year of their course. The 
Committee, in their recommendations, followed th(» models 
provided by the Dominion military colleges at Kingston and 
Duntroon, where the nonnal course of training is three or 
four years; and we agree that the Indian military college 
when established should be on the lines of those colleges 
rather than of Sandhurst, where the course lasts for eighteen 
months only. We also agree with the Indian Sandhurst Com^ 
mittee that 100 is a desirable number, though not an indis¬ 
pensable minimum, for the foundation of an Indian military 
.college. To absorb an annual output of .33 officers, if that 
were Ihe figure accepted, it would he necessary in course of 
time to expand the number of units selected for Imlianizatioii 
from sixteen, the number requij*ed for the present output, up 
to about 25. The rale of progress of Indianization in artillery, 
engineers, signals, and air units, is at present too uncertain 
to be included in this estimate. 

1 G2. Arguments that might be urged in favour of Sand¬ 
hurst from the military point of view. —^The alternative to the 
creation of an Indian military college would be a further 
increase in the number of vacancies available for Imban 
cadets at the Eoyal Military College, Sandhurst. His Excel¬ 
lency the Commander-in-Chicf points out that there is much 
to be said for the retention of Sandhurst as the training ground 
of Indian King’s commissioned officers as long as possible, 
provided that the progress of Indianization is not thereby re¬ 
tarded. The traditions which have been established over long 
years at Sandhurst, and the fact that the Indiana cadeto there 
mix freely in work and games with boys from English pub¬ 
lic schools, have undoubtedly a beneficial effect. It can be 
shown that many young Indian cadets, after a Sandhurst edu¬ 
cation, are holding their own with their British contempora¬ 
ries : and those wffio advocate the retention of Sandhurst 
feel no doubt that the same results would not be obtained 
from a college eslablished in India, which for many years te 
come vrtiuld have no such traditions as Sandhurst and no cor- 
reapotiding esprit de corps. While .sympathizing w’ith the 
wide-spread desire among Indian public men lo see a railitavy 
college established in India, those who hold this view are 
definitely of opinion that the present high standard of edu¬ 
cation, combined wth the surroundings and tradith-ns of 
Sandhurst, resulting in the formation of character, will not 
be maintained in an Indian college, and that the quality of 
youn^ Indian officers entering the anny will consequently 
deteriorate. 
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163. Argnunents that might he iirged in favour of Sand> ' 
hurst from the political point of view.— Indian political: 
opinion has hitherto expressed itself clearly in favoui* of the 
creation of an Indian military college in accordance with 
the recommendation of the Indian Sandhurst Committee. The 
eonsiderations stated in the preceding paragraph might 
however be acknowledged by some of those who press for an 
Indian military college, if they could be assured of a guaran¬ 
tee that the retention of Sandhurst 4rould in no way prejudice 
the rapidity of Indiaiiizatioii. Indian sentiment, both within 
and outside the army, attaches considerable value to the 
hall-mark of Sandhurst. One of our Indian colleagues has 
expressed the view that it would be better that India should 
continue for some time yet without a military college of her 
own, than that Indian officers should come to be regarded as 
possessing qualifications inferior to those of their British 
contemporaries in the Indian Army. He fears that this argu¬ 
ment of inferiority might be used to retard the pace of Indiani- 
ention in future, and he observes that if it is found neces¬ 
sary for young Indians appointed, for instance, to the Indian 
Civil Service or the Forest Service, after open competition 
in India, to be scut to Europe for further training, a period 
of training in England would seem ecjually necessary for 
jTotmgf Indian officers of the army. It would he possible to 
point, in illusti-ation of Ibis argument, to the proposal of the 
Indian Sandhurst Committee that Indian cadets, after com¬ 
pleting their course at the Indian military college, should be 
attached for one year to British battalions stationed in the 
United Kingdom. To cite another instance, although the 
teaching in Indian Universities has reached a high stauderd, 
there is still in India a great demand for admission to British 
nniversilies. Even if the Indian military college, therefore, 
produced from the outset officers as good as those trained at 
Sandhurst, the fact might not be recognized for some time by 
the Indian or the British public. He further urges that inas¬ 
much as any expansion of Indianization will involve a decrease 
in the number of British officers of the Indian Army, there 
flhould be less difficulty in accommodating the increasing num¬ 
bers of Indian cadets at Sandhurst. If therefore His Majesty’s 
Government could arrange to secure the admission of Indian 
cadets to Sandhurst to the extent which the progress of 
Indianization required, there would be pounds for postpon¬ 
ing the establishment of an Indian military coUegi* for a 
considerable time to come. An Indian military college is 
moreover bound to bo ej^ensive, both in its capital cost and 
in its recurring charges, if it is to be founded and maintained 
on lines comparable to Sandhurst. He anticipates that, from 
the poh’tical and financial, as well as the military, points of 
view, the alternative of retaining Sandhurst may find some 
support . 
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164. Aliments for an Indian military college.—On the 

other hand it may bo argued that a course of three, or pos¬ 
sibly four, years in an Indian military college, beginning in tJie 
seventeenth or eightecnith year of age, when boys are still 
comparatively impressionable, could be made at least as 
effective as the training imparted during eighteen uiontlis at 
Sandhurst to Indian cadets, who rarely go there, under the 
present system, until after they are nineteen. The advan¬ 
tages resulting from association with British contemporaries 
might perhaps be secured, when the lime comes, in another 
way, namely, by extending, i<;r Indian oflioers, the perioil of 
attachment to a British unit, luifore they are ijosted to the 
Indian army, from one year, as at present, to, say, two years. 
Further, it may be thought that the qualities of initiative and 
comradeship, the combination of which is essential to the 
making of a good officer, are acipiirod leather during the time 
spent at an institution such as l)ehra Dun, or at an English 
public school, than during the later, and shorter, stage of a 
course at Sandhurst. By taking its cadets at a more forma¬ 
tive ago, and by training them longer, an Indian military 
college could supply to some exttmt the advantages of a pub¬ 
lic scl'ool education for those who had not already hnd it : 
and there is no reason to suppose that the military authori- 
lies in charge of the direction of tin* college eonUl )»')!, by 
choice of staff and in other ways, ensure the provision of a 
fir.st class training. The Indian Sandhurst Ooinmitl.ee 
were obviously guided by considerations such as these in 
making their recommendation for an Indian military col¬ 
lege—a recommendation that has received much sn])i)or(, fj-om 
Indian public opinion. Wo cannot iginu'e the strength of 
the demand for such a colleg<‘. In spite of the tinancial 
assistance granted by Government to Indian cadet.;, we 
cannot doubt that the expense, the distance from India, and 
the unfamiliarity of the surroundings, are factor.^ which 
deter a number of parents at present from offering their 
sons for a military career. There is a general impressiour 
that in spite of everything that Government can do, the cost 
of education at Sandhurst remains excessive, and that. Indian 
cadets are handicapped in various other ways. This feeling 
is but natural. To appreciate its force it is only necessary 
to imagine what would he the attitude of British parents 
who desired to send their sons into the army, if there were 
no military college in Great Britain, and every English cadet 
bad to bo trained at an institution in a distant country. It 
would not he long before public opinion, in such cir¬ 
cumstances, demanded the establishment of a military college 
in England. An Indian military college will in any case 
become inevitable as soon as Sandhurst can no longer necum- 
modate the increasing numbers of Indian cadets. We do not 
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know when that point would be reached; it would depend, 
among other things, upon the attitude adopted towards iliis 
question by the Army Council. But, even if tiie military 
authorities in England were willing to accept Indian cadets 
at Sandhurst in sufficient numliers to avoid the imniediiite 
necessity of founding an Indian military college, the question 
would still remain whether it would be bettCir to continue 
sending Indian cadets to Sandhurst as soon as possible, or to 
start the Indian college without delaj'. 

Some of our number would prefer, for the reasons given 
in paragraphs 162 and 163 above, to make every effort f»jr tlie 
reteniion of the advantages of Sandhurst as long as possible, 
provided that the military authorities in England were ]>re- 
pared to accept Indian cadets in the increasing proportions 
that th'.' progress of Tndiaiiization will require; others of us 
take the view that the establishment of an Indian military 
college shcgild be set on foot as soon as j)racticable. In these 
cireumstHnces we have stated to the best of our ability the 
arguments in favoui- of either course, and His Majesty’s 
Oovernment will have the opportunity at the Conference to 
ascoriain Indian feeling on the matter. 

. lb.'). The Commission’s scheme for a se|>arate “ domi¬ 

nion ” army.—If the number of King’s commissions offered 
annually to Indians is increased in the near future, it wall 
bo necessary to decide in what Avay the additional officers 
should be employed. Wo have considered very carefully 
the proposal made by the Indian Statutory Commission in 
paragraph 211 of the second volume of their report. Read¬ 
ing that paragraph witli paragraph 126 of the first volume, 
we mulorstaiid the proi)osal to be that Government, in co¬ 
operation with the central legislature, should encourage 
the recruitment of battalions of a dominion pattern, coio- 
maTided by officers holding a dominion commission, for 
pnrpf)ses of internal security, that these forces should be 
coni roll('d by an Indian minister of the central Govonimcnt, 
and that out of them a dominion army should gradually 
emerge as a self-contained indigenous force, distinct from the 
Imperial army, in which latter army, however, the policy 
of Tndianization should also be pursued. The Commission 
have left us in some doubt as to the functions of this juwv 
force, which they contemplate* as being “recruited for pur¬ 
poses of internal order but also “ sharing with Imperial 
troops the burden of external defence Nor have they 
defined the source from Avhich it is to be financed, tliough 
recognizing that financial considerations will of necessity 
impose strict limits on its size. 
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166 Tentative character of the scheme. —^This suggestion 
of the Commission is, however, only tentative. As we have 
already stated, they oo not themselves consider that the time 
has yet arrived to decide upon it, and whether it should be 

adopted or not. Its adoption wonld in any case depend ui'on 
a definite pronouncement in its favour ' by Indian pablio 
opinion. We shall proceed to examine it in the paragraphs 
that follow, At the same time, we wish to make it clear tlnit 
our views, like those of the Commission, are merely pro¬ 
visional, and that we do not commit ourselves at this stage to 
a final expression of opinion. 

167. Possible objections to the scheme.— Whether, as 
we should prefer, the Government of India continue to control 
the regular army, or whether the Statutory Commission’s 
recommendation be adopted, and the control of the army be 
transfer red to the Governor General, acting as an agent of 
the Imperial Government, this further recorame^idation of 
the Statutory Commission wonld involve the existence of 
two distinct forces side by side, controlled, organized, 
^equipped, financed and employed on different systems, but 
both of them none the less forming y)ort of the army in 
India, and containing the germ of the future dominion 
army. We confess that ^vo do not at present see what 
justification or incentive could bo found for the creation of 
the propo.sed new force. Apart from the financial difficul¬ 
ties to which 'WQ have alluded in paragraph 165, it is obvious 
that newly raised troops of this character would not for 
many years be as efficient as units of the regular army, 
Indian public opinion, so far as we know, is content that the 
whole army should remain under the control of the Govern¬ 
ment of India and the Commander-in-Chief. Its main de¬ 
mands are first, a large reduction in military expenditure, 
and, se(?OTjd, an increase of Indiaaiization within the 
existing army. The fact that the Government of India and 
the Assembly were free to develop an army which might be 
regarded as of inferior ^atna and of less effectiv'^o fighting 
capacity alongside the regular army, with such fund.s us 
might he available, would not evoke any degree of 
popular enthusiasm : nor wonld it he easy to convince any 
one that this measure constituted an advance 'towards the 
formation of a dominion army. It must further be re¬ 
membered that, in time of peace, internal security troops, 
as such, do not exist. All units of the army are recruited, 
trained, and equipped up to the full standard of efficiency 
required for service in the field. On the outbreak of war, 
units, which are at the moment stationed in certain places 
bqcome, on mobilization, part of the field army, and proceed 
to the front. Those in certain other stations are detailed 
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^or%tcrnal security purposes ; but, being fully trained, 
also foim a valuable reserve to the troops in the field. In 
ordinary times however every unit is fully trained for war, 
and is also available for duty in aid of tlie civil power on 
the outbreak of local disorders, whatever its duties may be 
in the ovQ'it of mobilization. Battalions trained for internal 
security purposes alone would not haA’c sufliciont occupation 
to justify their maintenance as regular forces. 


168. Another Suggestion-Provincial battalions.—We 
have considej-ed also an alternative suggestion that a certain 
number oi units, over and above those sed apart under the 
existing scheme for Indiauization within the army, siiould 
b<3 liauded over to provincial (lovornments to ])e maintained 
by tliera as provincial battalions. Tliose battalions would 
nonnally be employed by the ])rovincial Goverimunits tm 
diities connected with law and order, for the proservati(»n of 
\sliich they are, under Ihe Oomraissioii’s proposals, to beeonie 
pi'imurily responsible. They might also doyelop, in the course 
nf time, into units capable of taking their {dace in the lield 
jumy. They would in fact be raised and maintain<‘d by pro- 
'.ineial Govemmenis in precisely the same way as Imperial 
State forces tare raistai and maintained by the rulers of the 
l.arger Lidian States. They would be iiiS)K;cte(l and super¬ 
vised b) a oejilral agency sirnihi)' to, ami ])ossibly amalga¬ 
mated with, the Militarv Adviser-iii-Ohief ,iind his assistants. 


For every provincial battalion so constituted, a corrospondiug 
unit of the regular army wouhl he brought under reduction ; 
and the provincial Government would receive, out of the re¬ 
sultant saving to army estimates, sucli tinanciiil coidributioii 
as was j'(.(}niied to maintain the new unit on an adec^uate 
footing'. Pi‘o\iucial battalions, like the Indhuilziiig units in 
tite regular army, would he ofticorod hy Indians com¬ 
missioned tliroiigh an iTidiaii military college. Tt is claimed 
for the scheme that, hy encouraging the development 
of localized forces, it Avonld lielj) to broaden the 

^basls of roernitment, and perhaps foster willingness to 
undertake militaj'v service among communities who show no 
enthusiasm for it at present. Meanwhile, the Imperial army 
would not rufi the nsk of including more (!xperimental, and 
to that extent, ineffective units than it could carry. At the 
same time, Giere would be no restriction of the field of employ¬ 
ment for young Indian conmussioned officers, many of whom 
might prefer service in provincial units of this character to 
service in the Imperial army. The suggestion, therefore, has 
something in its favour from the purely military point of 
view. It is, however, open to some of the same objections as 
the proposal of the Indian Statutory Comnussioii: nor have 
we any reason to suppose that provincial Governments or pro- 
•vineial sentiment would welcome it. There is no ovidonce 
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at present of a movement in any part of India for the ^ab- 
lishment of provincial military forces. “ 

16P. Reasons for preferring the continuance of a single 

army.---Apart from these considerations, the creation of any 
new type of armed forces would form, in our opinion, an un¬ 
necessary complication. We already have regular troops 
with British officers, and regular troops in process of Jndian- 
ization. We have also the territorial forces, and the 
various battalions of military police maintained by provin¬ 
cial Governments. We doubt if there is room for provin¬ 
cialized forces ill addition to all these. We would gre.'itly 
prefer that all units hereafter selected foi* Tiidianization 
should retain the status and functions of regular fighting 
troops : and we have litfle doubt that Indian senti¬ 
ment woaJd support ns in this view. We tliink that the ad¬ 
vantages of a provincial or local connexion could be 
equally well attaiiierl by assigning certain stations as per¬ 
manent headquarters to some of the ludianizing units of the 
regular army. Some such arrangement would indeed be 
desirable for several reasons. The increase of the number of 
King’s commissioned officers in re])lacemont of Viceroy’s 
commissioned officers, for iiistanco, will necessitate Ihe pro¬ 
vision of accommodation for officers on a dilTei’enf scale from 


thqt provided for ordinary iiiiits : and for this reason it vdll 
probably become difficult, if not impossible, in fntiire, for 
ordinary units tq succeed Jndianizing units on relief, and 
vice •■ersa. We have reason to believe that provincial Gov- 
eruments, if asked or required to maintain armed forces for 
internal security duties, would prefer that those forces slionkl 
, take the existing form of military police. We accordingly 
consider that any advance in the Indianization of officer ranks* 
must be made within the army itself, and that units selected 
for this purpose hereafter must continue to be trained and 
employed in exactly the same way as those which I’etain their 
British officer establishments. 


170. Conclusion. —But whatever may be the outcome of 
the Commission’s suggestion for the eventual creation of 
u separate army, wo have sufficiently indicated, in the fore¬ 
going paragraphs, our whole-hearted concurrence in the 
policy which they advocate for the meanwhile.. Our aim is to 
proceed with measures for preparing India to undertake a 
larger share of responsibility for her own defence as rapidly 
as is practicable : and wo shall be ready to adojd whatever 
means may be found most suitable and (‘(Tective, for the 
achievement of that end. 


FINANCE. 

171. Considerations which affect the earl^ transfer of 
responsibility for finance. —We have r^erred in a previous 
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paragraph of this despatch to the special difficulties in the 
way of any immediate transfer of responsibility for finance, 
owing partly to the magnitude of the interests which have 
hitherto been safeguarded under the responsibility of the 
Secretary of State, and partly to the necessity for the prior 
fulfilment of certain special conditions. We desire to examine 
in more detail the special circumstances which surround this 
highly toclinical but vital part of the administration. We 
shall then offer some suggestions as regards the direction in 
which, and the qualifications subject to which, advance in 
financial responsibility may be made. 

172. The four principal factors in the situation.—^It will 

facilitate an appreciation of the practical measures which 
are required if the principal factors in the situation are 
analysed and coji.sider(‘d separately, though they necessarily ■ 
to some extent overlap. Those factors may be stated as 
follows :— ’ 

(a) The great financial significance of the purposes 
ill regard to which Parliament cannot divest 
itself of all responsibility. 

(&) Tlie foundations of India’s credit and its signi¬ 
ficance to the country, 

(c) The unusual responsibilities which the Govern¬ 

ment now carries in relation to the currency. 

(d) The pariicular financial and economic conditions 

wliich exist to-day. 

173. The financial significance of the responsibilities of 
Parliament. —The special responsibilities of J^arliament in 
the financial sphere may be classified imdov three main 
heads. Firsi, if Parliumeiit remains, as it must, responsible 
for defence, it must be able to ensure that the funds to meet 
the cost of defence are available. Second, Parliament having 
been hitherto responsible for the general good government 
of India could not relinquish this responsibility without 
ensuring that the debts incurred during its period of respon¬ 
sibility are honoured, Tn this ( onneciion wo may recall the 
assurance given by the Secrctaiy of State to the holders of 
Indian loans in England in Sir Arthur HirtzePs published 
lett(-r of damiary 27, 1930, Third, Parliament must remain 
responsible for the pay and pensions, family pensions and 
provident funds of all officials recruited by the Secretary of 
State. It may be argued that it would bo a sufficient dis¬ 
charge of the responsibility of Parliament, if it were provided 
as part of the new constitution, that the sums required to 
make the payments due under the above three main headings 
should bo a statutory first charge on a consolidated fund, 
payable independent of any vote by the Indian legislature. 

' 1*2 
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But (a), a first charge on revenue is of no value unless 
the necessary taxes are levied to produce 
sufficient revenue, and 

(b) in this case the total of the charges including 
oiilv cost of the arniv, interest on loans and 
pojisions anioniits to about 80 per cent, of the 
net revenue of the central Government. When 
a “ first charge ” absorbs all but a narrow 
margin of the total revenue, the security implied 
by the noinoiielaturc? disappears. In such a * 
case, the authority responsible for seeing that 
these payments are made has an intimate con- " 
corn in the whole financial administration of the 
country. 

We do not go so far as to suggi'st that this cii-ciimstance 
must constitute a ponnaiient olistacle to an>’ transfer of 
financial respoiisilulity. But Ihirliament may not unreason¬ 
ably iloinand some signal guarantee for the future, before 
surrendering lli(‘ security provided by its direct constitutional 
power to control proposals for taxation aiul e.xpendituro 
through a niiiiisler responsible to itself. 

174. Credit of India.—^fhe maintenance of India’s credit 
is a factor of oveiTiding importance, and having regard to 
the special circumstances in which India has been governed 
ill the past, the outstanding considoration is that, in the 
absence of special safeguards and preparation, the removal 
of the antliority and responsibility of the !8(3crelary of State 
would represent a fundamental ebange, which might bo 
expected to give a very severe shock to India’s cro<lit. How¬ 
ever unfair we may feel to b(‘ any implieil disti'ust of what is 
to be expected in the way of financial policy from a re.siionsi- 
bJe Indian (Jovernraent, it is none the less reai, and we 
have to face realities. We cnimot ignore the fact that the 
foundations on which the financial stability of India depend 
are of a very special nature ; first, owing to the extent to 
which lip to this yioint India has I’elied on external resources 
for the building up of her existing economic structure ; 
secon<I, because of the great part which reliance on the 
credit of the Secretary of State and the responsibility of 
Parlia^Tieut plays in the maintenance of that stnicture. 
The peculiar features in India’s position have arisen mainly 
from the historical connection between the United Kingdom 
and India both in civil administration and in defence,'" and 
m the supply of capital raised in the United Kingdon^ for 
tfie^construction of railways, and canals, and other public 
works. ,;vlndia has in consequence built up*very large sterling 
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commitments in the form of loans, pensions, and similar 
obligations. 

Moreover, India’s credit for the purpose with which we 
are concerned means something more than the credit of the 
Government of India as a borrower. Vast amounts of 
private capital have l)een invested in the development of 
the country and its industries, and it can liardly be disputed 
that a large part of tliis investment has been made in 
reliance on the prevailing system of administration, 
especially financial adminisiration, of the country. A 
sudden and fiindamenlal change, creating uncertainty and 
dfiubt as to future policy, would inevitably result in a with¬ 
drawal of a largo part of the capital alrtiady invested, and 
stop the free snpply of further capital which the proper 
development of tin! country urgently needs. Even the 
fear of suep a ciiange would be sufficient to produce these 
results, ns the experience of r<‘Cont months has shown. It 
must also be realized that the withdrawal of existing 
capital and the restriction (d‘ I'resli sui)pUos would not merely 
concern Brilish capital. Tliere are many Indian investors 
who might seek to invest tlioii- cai)ital abroad if they lost 
confidence in Indian administration, and <d' this danger also 
there has been evidence during tlu’ last few inontlfs. The 
effect on movements of capital lo which we have referred 
miglit well b(^ felt on a scale wliicli would nu'an firianeial 
and economic disaster. 

Whatever may lie tlioiighi from tlu* Indian jioiiit of 
view about tlie desirability of this state of affairs, in which 
India relies so much on external credit and external serv'icos, 
it is a vital element in the problem. whi(*h nui.sl be faced with 
all its c«)ns:equenct‘s, tlie chief of which is that the means of 
livelihood and tJio welfare of a va.st p»»rtion of the Indian 
]»eople depend at ])resoiit on thes(‘ foundations. If the 
foundations were Avithdrawn without an adequate and careful 
period of replacement, the whole Judian ecoiiomic life as it 
exists to-day might collapse. 

We do not suggest that tl e factors just mentioned 
would not bo fully appreciated by a popular Eiiiaiice Minis¬ 
ter in India, and indeed wo think that their veiy exist¬ 
ence should afford the strongest reasons for his pursuit of 
a sound financial policy. But change is always unsettling, 
and our purpose rather is to emphasize the need for estab¬ 
lishing confidence before such a change is made. 

^75. The Govemment of India’s responsibilities in rela¬ 
tion to currency. —^The third factor to be considered is the un¬ 
usual responsibility which the Government now carries in 
relation to currency. It is, of course, a well known feature of 
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the situation in India that the responsibili^l# supjjortinar 
exchange, and therefore assuring that adequate remittance 
can be made to meet all forei^i exchange requirements, 
public and private, has in practice been undertaken by the 
Government and has recently been made a statutory obliga¬ 
tion. It has long been felt that this is, on grounds of 
principle, undesirable and that the right course must be for 
India to follow the practice of other countries, by jiroviding 
that the control of both currency and credit should be 
united in the hands of a central bank acting independently 
of Government. The underlying idea in all countries is 
that the currency authority slioiild be free to conduct its 
policy in accordance with the dictates of sound linance 
detached from all political intiuoiice. 1^he official character 
of the Government in India has liithevto been a distinguishing 
factor, and it is obvious that the veasiuis for introducing 
the practice of otlier countries into India would b(i enormously 
reinforced, if tlie finance portfolio were to pass into the 
hand of a minister relying for his position on the support 
oi a political party. We wish therefore' to state in un- 
ambignoiiH terms that the IVumatit)]! of a I’esevve- bank on 
sound lines must in our view bo a condition precedent 
to any transfer of financial rosponsilulity from the agents of 
Parlianu'ut to a minister answerable to the Tndiau legisla¬ 
ture. 

It must, hf»wever, be admitted that tlie present is an 
Exceptionally unfavourable time foi-an atteinpl to establish a 
■fi'eserve bank. During the present ])OTio(l of falling prict3S the 
cuin’eiicY authority of a country like India, which relies mainly 
on agricultural exports, must be forced, in (U'dcr to fulfil 
its duty for mainteuaueo of exdiange (whatever tlie statutory 
ratio may he), lo follow a course involving the removal of re¬ 
dundant currency from the market. The bank would have to 
rely on the use of its sterling resources or on sterling borrow¬ 
ing, in which respect its position would be far weaker than 
that which the Government has held hitherto with the credit 
of the Secretary of Stale behind it. But more important 
still, ^i,s has already been pointed out, any sudden change in 
t^ admiui.stratidn, or fears as to the future constitutional 
^silio.yij,>p 3 ay starl a tendency for capital to leave India, and 
sd long"ns this is going on the balance of remittance may be 
, insufficient, with a consequent increase in the strain on the 
bilk’s resen’cs or on its capacity to borrow. Lastly, a 
Social difficulty is created by the fact that in any case a spe- 
Mnl strengthening of reserves is necessary, for the present 
t held fm* cuiTencx,il^ by the 

ubyejgi ment cannof;tr^T"Cga^r3^^s”^^^ for the secure 

perffig of tlfe" reserve bahlc' even""!^ normal times. As 
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indicated in tlte yeport of the last (Jiirrciicy Commission, these 
reserves will re<inire to be built up gradually, and it is diffi¬ 
cult to see how, in all the circumstances, this can be done with¬ 
out further external borrowing on a large scale. 

The combination of circumstances, to which wo have 
referred, means that the inauguration of a reserve bank to 
^olio^■e tlie (jlovevnmeiit of its functions in regard to currency 
and excJiange is a matter, which demands careful prepara¬ 
tion and a combined effort by the (lovenimont and the i)eople 
(»f the conuti'y. it ca)iuot be regarded as a condition easy of 
fultiJmenl or lightly left to an uncertain future. At the same 
time, we must make it absolutely clear that it ouglii to be 
deliTiiteiy a part of our ]n-ogramme, and that it should be 
undertaken at llio earliest possible moineiit. 


We wish bei'o to onnilinsize, oim! fiu‘ilier ensidevation, riz., 
that it will be neeessary tba.l tlio eojistitiitioii of the bank 
should contain safeguards for its future control against the 
danger of ])<»!iti(*al interl'erence. We should he])e that it 
would be |>o‘'sibl(> to eonviiii-e ludian o])iuif)ii of the desir¬ 
ability that a ba.iik sluudd v,*ork in ebf-a* co-opevati<ai 

with, and on lines appre^ved lu, tlig Hauk ui* Wuglaiid. This } 
idea could he ^u])ported l.y the geueral i ousidevatioii "f t!ie 
importance uf eo-oj-ier/iliou bet^\ee7| the ceutral f)anks of the 
world, and t ■^pt^•;a^y wiihiu tl!<' litupii-e • uhile the aelion 
just now bt'iiig taken by Hie Hank of kaigiar.fl iu giving 
oouitsel in e. ]!evi. d of n'i'eni dilbeu'^v te Au--ti'alla may lieip 
to ('(aieiiiec hidia’! opitiioii -if its \::!iie. \^’liat('\'i'r t!ie futuye 

tor India may be. ' lie must always be gi'eal!\ deiH'inleiit updn 
her standing in liie London m(a)(\\ market, and nothing could 
be of greater service in tlii.-> dii’eelm)) than a close co-o]>orutjon 
betwe-en a c('n1r;d linnk Inr indin and the Ln.nlc t)f Lnglaiid. 


17(!. Special difficulties inherent in the present financial 
and economic position,—^l^^inalh, va* enmo to the jirt'sent spe¬ 
cial ditifienjiie i in-ienml in India's tinancial position and in 
world economic conditions, 'riiose aie so well known as to 
require no detailed eKplanatim . Tlie difTiculties fall mainly^ 
under three lieailings. First, the general economic diffi-*^ 
culties from wliich all countries wliicJi rely mainly on agri¬ 
cultural ex:poj-ls ar(' suifernig at the ])r(\seut time^,. Second, 
the serious after-effects on public and prWate finance which 
may be expected to result from the present political dis¬ 
turbance and the programme of those who have organized 
the civil disobedience campaign, effects which, even if'^at 
campaign were immediately terminated, must bo felt iu ’^e 
coimtrj>' for a long time to come. Third, the obligation .t% 
redemption of existuig loans of the Government .Tnd14; 
which will .be particularly heavy over the next three yearst 



and the need tor further resources in gold or external capital, 
not only to continue th(5 development of India’s railway 
system, but for establishing a central bank with adequate 
reserves. It would indeed hardly be possible to imagine a 
combination of circumstances more unfavourable to an im¬ 
mediate change of policy, which might result in shaking 
public confidence in the credit of India. 

177. Importance of central Government finance in the 
new constitutional scheme.— -There is, one further con¬ 
sideration which should be mentioiied at this point, namely, 
the vital importance of maintaining the financial stability of 
the cditi-al (lovnrnment in India iu relation to the constitu¬ 
tional scheme which we are now considering. I’lie proposals 
of llie Blatiitory Commission would give a wide extension of 
responsibility and independence to the provincial (xovoni- 
monts. Nev'ertheles'S, the provinces cannot be regarded as 
separate economic units, and they must remain to a large ex¬ 
tent dependent on the central novoriimout’s financial ad¬ 
ministration anti tlio maintenance of its credit. At the same 
time, the administration of tiiiance in tlie provinces may on 
its side react to an important tlegree on the general financial 
position of India, and the centre must strong enough to 
protect the situation. Central (Tovernment finance indeed 
may be said to represent a key point in the proposed consti¬ 
tutional structure which may b(' exi)os<‘d to heavy and un¬ 
certain strains. India eaii hardly affoni to run risks at tills 
point during the early y('ars of the new regime in the 
proi'inees. 

178. Conclusion that transfer of responsibility require.4 
fulfilment at certain conditions.—From this review of llu; 
main factors in the present position wo arc forced to the con¬ 
clusion that the occasion for a transfer of financial responsi¬ 
bility cannot be i*oached apart from the fnlfilment of certain 
conditions, such as the restoration of uoianal economic condi¬ 
tions, the re-establishment of credit and confidence, and the 
inaugurat ion and successful working for some time of a reserve 
bank with adequate sterling reserves. Some of these condi- 
tions, such as the last, are clear, and their fulfilment is cayjable 
of precise determination. Others are essentially more general 
and in the last resort His Majesty’s Government must be 
the sole judge of their realization. It is at this point that the 
essentia] difficulty arises, and it is precisely on the subject 
of these conditions that free discussion at the Bound Table 
Conference is likely to be helpful. Pending such discussion 
w'o are^ reluctaul to propound final proposals, and in the 
following paragraphs^ we do no more than attempt to indi¬ 
cate the general significance of what we have in view. 
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179. Possible lines of development.— The essence of what 
coutemplale is that we should endeavour as a first step to 
euioam upon a period which is definitely acknowledged as a 
period of preparation for the transfer of responsibility. Our 
declared object would be to create such a stale of affairs as 
to make a trajisfer possible, and to do this with no avoidable 
delay. It w'ould bo the task of the Oovernmont to do all in its 
power to expedite the fulfilment of such of the conditions 
reierred to in the preceding paragraph as it can inflnonce, 
and^ accordingly, in co-operation with representatives of 
Indian opinion, to complete the inauguration of a*resen'e hank 
on the lines which W'e have already sketched, and to consolidate 
the financial position, l)oth as regards revenue and expend)- 
dure and tlio public debt. A concerted effort will be required 
to overcome the special difficulties referred to in paragraph 
176 and t(>^ w’ork out a financial programme for the future 
whicli wn'll inspire confidence. We trust that our suggestions 
for a unitary executive, which may give greater harmony 
V ith the legislature, may go some w^ay to lielp in tliis direction, 
ajid WT wTuild also hope that coniinittees of the legislature 
might, provide op])«>rtunities for co-operation hetw'een Oovern- 
;aent and the popular representatives. 


Apart from the.so matters, it is necessary to say some 
thing of those other conditions less easily definable to which 
we have referred, the (»MS(>iitia1 purpose of which W’ould be to 
establish confideiieo in Tiidiau administration. The nuiiu 


weight of this task must lie with ilie leaders of Indian opinion. 

authoritative declaration by responsible leaders that they 
entirely disooiiiitenaneed the doctrine of repudiation uf debts 
would be of sonn; value, but l)eyond this it w’ould have greater 
practical effect, if Indians could give soim* signal proof that 
they are willing to mobilize theii ])rivate resources for the 
sake of (establishing the national tinancia' oosition. We say 
no more on this subject now, leaving it to be further develop¬ 
ed in discussion at tin; Conference, Our general outlook on 
these questions is that on the one hand, wdiile fully rec(»gmz- 
ii'!g the special difficulties inherent in a transfej* of financial 
r<(sponsibility, we accept the podtion tliat an eventual trans¬ 
fer is imirlieit iu the declared imliev of au advance towards 
S(*lf-go^’ernmcut iu ludia, inasmucdi as fiuaucial respousihility 
is one of the most essential parts of the rosponsibilitios of 
Ooveriimenl. But w'c feel that the chances of obtaining that 


CO-operation from Indian public opiiiiou, requisite for the ful¬ 
filment of the conditions to which we have referred, will he 
largely dependent on the clarity with wdiich such conditions 
can be defined, and the certainty with which the intentions 
of His Majesty’s Government can be stated. On the other 
hand, w'e mnst emphasize that the chances of an ad\ ance are 
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<lopondeiit on action be taken on the In<Han side, for we 
consider it essential that Indians should realize that tj^ey also 
have a definite task to fulfil, and that it is for them to dispel 
the misunderstanding and mistrust that have been create. 
We do not overlook the difficulties in the way of defining 
precisely how this is to be achieved, but we are of the opinion 
that, unless His Majesty’s Government state clearly what is 
required, and Indians are given a fair chance of making a 
response, with assistance given generously from the British 
side, we cannot expect Indian opinion to accept the difficulties' 
of transfer as aii excuse for its indefinite postponement. 

There is one subsidiary matter to -which we might refei; 
before leaving this subject. If wo look forward to a j)eiiod 
when the finance portfolio may be held by a respon¬ 
sible minister, in distinction from the system whiejh has pre¬ 
vailed Jiitherto of filling this post with a specially selected 
financial expert, one consecpience may be to throw a greater 
burden on the permanent staff of the Finance Department. 
An electc{l minister, oxon if he is himself experienced iu 
finance, will have to devote more of his time to political acti¬ 
vities and to rely more on his permanent officials as regards 
departmental work, and wo must emphasize the need for 
greater continuity, than has under the present practice pre¬ 
vailed, in the personnel of the highest posts of the depaiff- 
ment. Tlic recruiting of suitable officers, and a provision 
f(>r tlicir trciiniiig, will beernne of greater importance ; while 
it must bo i cmembered that llio spcl^ial training ground w’bicb 
is now^ available in the currency department of the (lovorn- 
raent wall no longer exist after the inauguration of a reserve 
bank. This may appear to bo an administrative rather tlian 
a conslitniioiial point, but we attach great importance to^il. 

180. Safeguards after responsibility is transfened.—IL 

will be clear* froTvi the nature of Iho present ros})()nsibilities of 
Parlianjenb ns envisaged in preceding paragraphs, that Par¬ 
liament, so long as certain obligations inherent in the posi¬ 
tion created by past history remain, could not escape the 
iillimate r(?K]X>n.sibility in many important respects, and for 
this purpose it would he necessary to preserve cei'tain .safe¬ 
guards, even after the primary responsibility for financial 
administration had been transferred to a minister responsible 
to the Indian legislature. The nature and extent of these 
must t« some extent depend on the measure in which the 
general conditions precedent had been fuifilled. It is not 
necessary for onr immediate purpose to examine them in 
detail. They would include :— 

(a) Thh ci’eatiori of consolidated fund charges to coyer 
such iiems as interest on debt, railway annuities. 
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pay, pensions, family pensions, and provident 
fund payments for civil officers appointed 1^, 
the Secretary of State, and army officers, aM 
expenditure on defence, 

(b) Some powers of supervision and control to be vested 

in the Governor General for the purpose of main¬ 
taining financial stability, 

(c) Provision for resumption of control the Secretary 

of State in the event of a threatened financial 
breakdown or an actual default under (a). 

The provisions under (b) and (c) imply an adeqiiate supply 
at all times of information to the representativ’es of-His 
MajestyGovernment. 

We have stated these provisions in very general terms, 
for in the nature of the case it is difficult lo l)e more precise, 
pai*ticula]-ly as regards provision (b). Much would depend 
on thi: manner in which such a power was exercised. It 
would be M negation of the whole object of the constitutional 
arrangeinoiit which we are considering if interference was 
carried to tJio [)oiiit of destroying the minister’s responsi¬ 
bility. There might, however, be occasions of financial 
danger, short of an actual default, when a i)ower to hold nn 
i.ntlnu’ than to veto inadvisable action might be of A'alue aiid 
give the po])uhir represcniatives a chance to reconsider the 
])osiUon and follow wiser (ioiinsels. It is probable that, if 
and when this stage was reached, the Governor General might 
nsefnlly be assisted by a financial adviser. An adviser, if ho 
had the rigid ])ersonality and experience, might peidonn an 
im].)ortani role and establish relations w-ith the finance minis¬ 
ter whicl.' v.'onld bo of assistance to the latter. Subject to the 
safeguards which we have indicated al>ove, we should sup¬ 
pose that at this stage the finance minister 'would have become 
responsible to the legislature, and that the supervision, direc¬ 
tion and eonti ol wonld hav(‘ p \ssed lo the Governor General, 
acting on behalf of His Majesty’s Government under the 
superintendence of the Secretary of State. We should fur¬ 
ther suppose that by that time the advisory committee of the 
London branch of the reserve hank Avould have been consti¬ 
tuted. This committee would bo available to give advice 
either to the finance minister or to the Governor General wdth 
his financial adviser. The future evolution of these arrange¬ 
ments would necessarily have to depend on practical ex¬ 
perience. We should, on the assumption that all went well, 
look forward to a gradual development through decreasing use 
of the special powders of the Go'veruor General. 



X56 


181. Relations with the Secretary of StaE4— Concurrent¬ 
ly with the action which we have described in paragraph 179 
by way of preparation for the later transfer of hnancial 
responsibility, 'vve recommend some modification in the. rela¬ 
tions betw^een the Government of India and the Secretary of 
State. In a subsequent portion of this despatch we shall con¬ 
sider the general constitutional aspect of this question, 
and it is sufficient to say here that in our view the Secretary 
of State should in future ewcise only a power of superin¬ 
tendence, direction and control, remaining the first executive 
authority in such matters only as might he definitely removed 
from the exercise of the authority of the Government of 
India. It is first necessary to ask whether there are any such 
matters in the field of finance. 

(a) Sf(rlvt(j horron'ivg .—^We take first the (jiiestion of 
sterling borrowing. In the report* of the Indian StaUitory 
Commission reference is made to a suggestion that the High 
Commissioner, instead of the Secretary of State in Council, 
should undertake the task of floating sterling loans for Gov¬ 
ernments in India, and sliould be assisted in its performance 
by a small committee of experts. The main reason 
given is that the control of currency in India, and the raising 
of loans in India rests, in practice, with the Government of 
' India, This statement does not accurately represent the 
facts. The amount of loans raised in India, and the terms 
on which they are raised, are subject to the approval of the 
'Secretary of State, while the Secretary of State’s control in 
mirrottcy ^fPniis is iiaiJiv miv iseana.jCPaifined-tcki>r();id ques¬ 
tions pf^^iolicy. Moreover, the Secretary of State manages 
sm*S' Vnattors as the wavs and means operations in London, 
the investments of the Homo treasury balances, and the sale 
and jmrehase of silver. 

When the resoi-ve bank scheuK; "was under discussion 
in 1927, it was contemplated that the hank should undertake 
all the remittance operations of the Government of India, 
and would supply the Secretary of State with sterling funds 
against corresponding debits in rupees in India. If the same 
line is followed when a reserve bank is created, practically 
all the control of the Secretary of State over 
the details of the currency and ways and means operations 
will automatically cease, and it might then be desirable to 
relieve him of the function of floating loans for the Govern¬ 
ment of India. The reserve bank manager in London mi^ht 
have a ssis t Aim, and the High 
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Commik-Mioner in consultation with the manager of the re¬ 
serve bank and his advisory committee, could suitably undeiv 
take the management of the Government of India's'sterling 
borrowings. But until the reserve bank is created we con¬ 
sider that, from the administrative point of view, it wou^ 
only make for inconvenience and delay to transfer these func¬ 
tions to the High Commissioner, ^nd'tliore would in addition 
be the possibility of difference of opinion and friction between J 
the advisers of the High Commissioner and the Secretaiy of/ 
State, who would still retain his powers of superintendence/ 
direction and control / 

Onr view, therefore, is that the question of transferring 
the function of borrowing in London from the Secretary of 
State to the High Commission(?v should in any "case be post¬ 
poned until a reserve hank is (ireated. jMoreover, and this 
is a govei*ning consideration, the effect of such a transfer of 
the borrowing function on the standing of Indian loans in 
Londbii w^ould need to he carefully considered. Many techni¬ 
cal points of substantial importance, such as the effect on the 
position of the Government of India sterling securities as 
“ trustee securities ”, require careful examination when any 
change is considered, and on them we shall address you 
separately. For the pi-esent the function of bon‘f»wiiig in 
London, or more cjorrectly outside India, together with the 
control of ways and moans operations in London, and tin? 
investment of the Home tveasury balances, can well remain 
in tbeir present form with the Secretary of State. 

The control over the gold standard reserve is another 
matter which may be held to fall within the sann^ catogoiy, 
though here again the creation of a reserve bank and the 
amalgamation of the reserves would aller the situation. Th«> 
rccoramondalions made in this sub-paragraph are intended to 
be read in the light of the general observations made in sub¬ 
paragraph (e). 

(h) General fimneial achumi strati on .—We would suggest 
that in all other matters the }>()'vefs oi the Secretary of State 
should be those of superintendence, direction and control. 
The control of the Secretary of State over finance is at pre¬ 
sent of two kinds. The g«uieral control, which has as its object 
the maintenance of financial stability and the observance of 
canons of sound finance, cannot be defined by rule, and in¬ 
cludes general control over such matters as the budget and 
taxation, currency, exchange, remittances and borrowing. In 
this latter sphere we contemplate that the control will more 
mid more be confined to broad questions of policy, and that 
interference in details of administration will he avoidoi 
More exact definition is hardly possible, but we recommend 
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in a later portion of this despatch that the Secretary of Statens 
controlling power should be specified in the same terms hi 
which Parliament may see fit to define the purposes which it 
must continue to be concerned to secure in India. 

(c) Other matters for control. —^There are other matters 
in which control can be defined by rule, as at present in the 
central audit resolution. Here the Secretary of State will 
require to retain such control as is necessary to safeguard 
his responsibility for members of the services appointed by 
him, and rule 1 of the appendix to the central audit resolu¬ 
tion will in substance have to be retained. Rules 2 and 3 which 
impose restrictions upon the Government of India’s powers 
to create permanent and temporary posts have already been 
greatly relaxed by rule 10 of the new Classification Rules, 
but these r^trictions might now, in our opinion, dis¬ 
appear. Similarly the grant of unusual pensions (rule 4) 
should be left to the discretion of the Goveriiment'of India. 
Rules 5 to 7 deal with expenditure on military woi*ks and 
stores. We doubt whether these special restrictions by ml© 
are necessary in addition to the general power of superin¬ 
tendence, direction and control. Rule 8 (a) and (h) deals 
with minor matters which might be left to the Government 
of India. Rule 8 (c) deals with the Governor General’s 
amenities, staff, household and contract allowances, etc. 
There may be some advantage in reserving the control in 
these Iasi mentioned matters for an outside authority, but 
apart from this possible exception and the retention of rule 1 
relating to the servfces, all the restrictions in the central audit 
resolution might be removed. 

(d) Secretary of State/s Council. —We deal elsewhere 
with the constitutional position of the Secretary of State’s 
Council and wall merely add here that we regard it as im¬ 
portant, not that there should be . financial control by the 
Council—^indeed we are recommending the abolition of the 
financial veto by the Council—^but that the Secretary of 
State should have at Ms disposal the best financial advice 
available in the City. This is a subject which requires 
further discussion, but we need say no more for our present 
purpose. 

(e) General spirit of relations with the Secretary of 
State. —^We may perhaps with advantage sum up our views 
as to what henceforth should become the relations between 
the Secretary of State and the Government of India in finan¬ 
cial matters. 

We consider that, whatever the immediate constitutional 
changes may be, a stage has been reached now when tffe 
main direction of finanoial policy must definitely be regarded 
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as resting witli the Government of India, and that the func¬ 
tion of the Secretary of State should be regarded as that 
of giving counsel and support in financial matters to the Gov¬ 
ernment of India rather than that of exercising detailed con-, 
Irol. • Indian opinion is very closely interested in the conduct 
of Indian financial affairs in London, and particularly in the 
sterling borrowing policy together with the methods of float¬ 
ing loans. Subject always to the observance of principles of 
sound finance, it is desirable that the financial policy should be 
conducted in a spirit responsive to Indian opinion, and we 
i4<hould go so far as to recommend this, even if on. occasion 
some slight sacrifice may have to be incurred. No system 
can work .successfully if Indian opinion is strongly opposed 
to the policy of Government, and comparatively minor matters 
often lead to a disproportionate amount of political hostility ; 
while the cumulative effect of a number of minor irritants 
may sometimes provoke political opposition of real import¬ 
ance. If the Secretary of State ctin support India’s credit 
in London, can ftihke available to the Goverameiit of India 
the best advice from*the city of Ijondon, can from liis records 
.supply an element of continuity and knowledge of past hi.story 
as an aid iji asse.ssing the problems of to-day, and can, by 
counsel given in a detached aimosphore, supply at times a 
balance to views perhaps unduly influenced by local factor.s, 
then his co-operation can he of the greatest possible value to 
India, and the relation thus interpreted might even with ad¬ 
vantage continue when the finance portfolio came to be 
actually held by a minister responsible to the Indian legisla¬ 
ture. But the success of such a relation depends on the 
realization of its limitations, and any attempt to control the 
details of India’s financial policy from London must bo re¬ 
garded as an anachronism. 


• COMMERCE. 

182. The demand for liberty to control economic policy.— 
For a number of j’cars past there has been an insist(mt - 
demand from Indians of all shades of political thought that 
the economic policy of the country should be shaped on 
national lines, that in particular industrial development 
should be activolv pursued, and that the control shonld be 
placed in Indian' hands. Even under the present constitu¬ 
tion an attempt has been made to meet this demand 
of the fiscal autonomy convention, according to which the 
superintendence, direction and control of the Secretary of 
State are held in suspense, wh^ the Government of India 
and the legislature are in agreement on any <iuestion of 
fiscal poUcy. If the attempt is to be made to give to Miana 
a larger share in monlding the poUpy of the central Gov- 
eriiment, there can he no Question that in the i.conomic 
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sphere the demaud for a further advance is keen, and 
unless in this region some transfer of power proves feasible, 
it will not be possible to satisfy Indian jrspiiationa. The 
question to what extent power can be transferred, therefore, 
is of great significance and must be fully considered. We 
have no desire to magnify obstacles, which it may be possible 
to remove, into insuperable barriers, but there are real difii- 
culties to 1)0 overcome which cannot be ignored or brushed 
aside. Most of the subjects which require mention are under 
the administration of the Commerce Department, but we shall, 
refer also to cognate subjects, which are at present controlled 
by other departments of Government. 

183. The customs tariff. —The most powerful instrument 
which a Government desirous of pursuing an active progi'ammo 
of industrial dovelopmcjil can employ is the customs taritf. 
But the tariff has a dual aspect, for while tariff pi)lLey exer¬ 
cises a decisive inthience on the economic* and industrial life 
of the country, the Goveinment of India must look to the 
tariff as the principal source of their ^revenues. Eevenue 
considerations, therefort*, must play a lai'ge part in shaping 
tariff policy. Again, tariff policy may have international 
reactions, or may raise questions between India and other 
parts of the Empire, and Parliament must necessarily retain 
control in the sphere of external relations. For tlio pre¬ 
sent, therefore, two limitations on India’s complete control 
of the tariff are inevitable. Of these, the financial limita¬ 
tion is inherent in the facts, and a finance minister rospou- 
sible to the Indian legislature, no less than an official finance 
member, would necessarily regard the tariff frf)m a point 
of view by no means identical with that of the member or 
iriinister in charge of the commerce portfolio whose primary 
interest is the effect of customs duties rather than revenin*. 
But even during the period within which, for the reasons 
adduced in paragraph 178, the control of the Finance D('- 
paidmeiit might remain in official hands, the finarieial con¬ 
siderations need not prevent substantial progress in the 
direction which Indian opinion favours. The second limita¬ 
tion is not likely to involve constant interference, but is con¬ 
sistent with the grant of considerable latitude to the Govern¬ 
ment of India and its I’epresentatives, when commercial 
negotiations have to be undertaken either with forei^ coun¬ 
tries or with other parts of the British Commonwemth. So 
^ far as Greal: Britain itself is concerned, control might reason¬ 
ably be exercised to secure ^or British goods most favoured 
nation tariff treatment, but it would bo for the Indian Gov¬ 
ernment and legislature of tfi^ffuture to decide all questions 
of preferential rates of duty., Other countries within the 
Empire do not necessarily extend most favoured nation treat-, 
ment to Indian goods, and subject only to the general super- 
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* Tision of the Secretary of State, the authorities in India 
ahonld be free to deal with each case as it arose. Apart from 
fee two limitations we have mentioned in the spheres of 
fmanee and extoiiial relations, we contemplate that there 
ahould be no outside interference with India’s management 
of he.r customs tariff, and we beli 9 ve that a wide field will 
be opened up within which Indian members of the Govern¬ 
ment will be able to give effect to India’s desires. 

184. Discrimination .against British business.—We have 
referred in an eadior paragraph to the necessity of devising 
efteclive guarantees, wliich v'oiild secure BritLsli firms 
and companies doing business in India against un¬ 
fair discrimination. The apprehensions felt by the 
British business community arise chiefly in connec¬ 
tion with the laws relating to joint,..slock , companies( 
generally, and to insurance and banking (sompanies in parti-; 
flular, the laws relating to nieiybanl shipping ami injhwd illivi-; , 
gation, the policy which might be pursued in the development; ^ 
of industries by means of bounties .or direct State assist*;- 
ance of other kinds, the position of public utility companies, 
such as railways, tramwa>'s and electric supply companies; 
0 ]>oratii)g under licence or under contract with the Secretary 
of State, and of the lu)lders of mining leases granted by • 
G<,'Vernmcnt, and tiio security of those engaged in profes- 
si( us and callings for wliicli special qualifications are re- 
qi’ired, such us those of doctors, chartered accountants and 
laAvyers. The fiebi co^’ered is a wide one, and includes many 
subjects of first class iiuportance to India’s economic future. 
Wo believe that if once agreement could be reached as to the 
position of British enterprise in India, and if by that means 
the apprelMUisioiis of the European business community could 
be removed, lliore is no I’easbn why the control of policy 
should not pass into Indian hands, and in that case tlie occa¬ 
sions for interference by the representatives of Parliament 
would be very infrequent. The problem is to devise means . 
by which India’s reasonable ajspJrations.,can.b.e--aaiiafi£«^^ 

^ outj mjustice to th'.)se British trading interests-.which have 
contributed' lunch to India "fe past lusibry, and which, we 
believe, have .a valuable part to play in India’s .future. The 
question is both important and difficult, for while we cannot 
but sympathize with the earnest desire of Indians to see th«r 
countrymen taking an increasing share in the commercial 
and indnstrial life of the country, we mu.st also take account 
of the anxiety with which European business men regard the 
fpture after the transfer of pow^i* has taken place, and in so 
far' as this anxiety may seem toiie well founded, we are coi^ 
oerned to provide safeguards ag^st injustice. We couM 
not in the space at our-disposal attempt to discuss in 
^at'detail the various subjects which would reqmre coirtl*. 
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deration before any settlement could be reached, nor indeed 
ie it necessary to do so for our present purpose. But it may 
be useful if under the various heads we attempt to indicate 
the apprehensions which are felt and the reasons underlying 
them. 

185. Qualifications for the practice of certain callings.— 

Some of the subjects to which wc have referred can be dis¬ 
missed briefly. The qualifications required for the practice 
of certain professions or callings firny be mentioned first. 
A chartered accountant, for example, may be qualified under 
the existing law to practise his profession in India in virtue 
of the British qualification which he possesses. It should 
certainly be open to the legislature to prescribe what quali¬ 
fications would be necessary for the future, and to require 
that these qualifications should bo the same for all candi¬ 
dates of any nationality, but apprehensions are "undoubtedly 
felt that the legislation might take a form, which would 
deprive those qualified under the existing law of the privileges 
which they enjoy. We do not think that on this point there 
will be any serious controversy, but legislation of the kind 
apprehended would obviously be unjust. 

186. Public utility undertakings. —Next in order it may 
be convenient to take public utility undertakings, operating 
under licences from Government or under contracts with the 
Secretary of State, and the companies or firms holding mining 
leasc.s from Government. Ordinarily both the licences and 
the contracts give an option to Government to decide, at 
fixed'periods, whether the concession should be terminated, 
and lay down the terms upon which, if the option is exercised, 
the property of the company must be acquired. Similarly, 
mining leases are granted for fi^ed periods, at the end of 
which they terminate, if not renewed. Save in so far as 
financial considerations may have' an important bearing on 
the decision whether to terminate a concession or not, we 
see no reason for the exercise of any special powers of control 
by the agents of Parliament, when the termination of a con¬ 
cession at the appointed date is in question. But apprehen¬ 
sions are in fact felt by the non-Indian companies, who have 
received these concessions, that either the powers (other 
than the power of termination) reserved to Government under 
the licence or contract may be exorcised to their detriment,' 
or that by legislation a concession may be terminated before 
its due date, or alternatively that the terms of a concession 
may be modified during its currency to the detriment of the 
company. We entertain no doubt that power should be re¬ 
served to secure just and equitable treatment in thi^ respect 
for firms and companies concerned, if the occasion for its 
exercise should ever arise. 
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187. Ordinary British commercial Tuidertaki]ig8.~-The 

cases considered in the last two paragraphs are eompari^ 
lively simple. When, however, we turn to consider iiie ^oat* 
tion of the British companies which enter into compeutlve 
business in India, competing on equal terms with Indian en¬ 
terprise, tlie case is different and requires fuller considera¬ 
tion. Such companies may be engaged in general trade^ or 
industrial production, or may undertake more specialized 
business such as banMng or insurance. So far as the com¬ 
panies engaged in iuduslrial production are concerned, ap¬ 
prehension has been aroused by the frequently express^ 
deniand for direct Indianization, to be secured by the im¬ 
position of conditions as to the number of Indian directors, 
and the facilities to be afforded for the training of Indian 
apprentices, or, in the case of new companies, by requiring 
that a proportion of the shares, sufficient to establish Indian 
control, should be definitely reserved to Indian investors. 
Sometimes it has been suggested that these conditions should 
be enforced only when the company is engaged in a protected 
industry, or when it is in receipt of bounties (or other direct 
assistance) granted by the State in order to encourage the 
development of industries, and sometimes that they should 
be imposed upon all companies a^ a condition of engaging 
in a particular manufacture or trade. The proposals made 
as regards insurance and banking companies have been some¬ 
what different. Direct Indianization has not been much in 
evidence, and the line taken lias been to advocate schemes 
under which noii-Indian companies would be allowed to 
operate^ in India only under licence, or subject to special 
restriction and conditions. Some of the proposals made may 
be regarded as fair subjects for discussion on their merits, 
provided that all companies, whether Indian or non-Indian, 
are to be treated alike, but some ad^'oeates of proposals of this 
kind have not attempted to conceal the fact that one of the 
objects, which they liad in view, was to promote the growth 
of Indian companies at the expense of British companies, and 
for this purpose to impose restrictions on non-Tiidian com¬ 
panies, which would not be appli,*able to Indian companies. 
Other examples might be given, but we shall^ mention only 
two. In Bengal there have been many expressions of feeling 
against the British companies which operate the inland steam¬ 
ship services. We are not concerned here with the merits of 
the complaints made, but the attitude of those who have been 
prominent in the agitation makes it clear that their ultimate 
objective is the transfer of the inland steamship services to 
Indian hands, and that, in their view, the powers of Govern¬ 
ment and Pf the leiedslature ought to be freely nsed to achieve 
that result. Finally, we may refer in a sentence Iq the agita¬ 
tion on the subject of the reservation of the Ixidian coastal 
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traffic to vessels owned and managed by Indians. The object 
sought to be attained is the development of an Inoiim 
mercantile marine, but the method proposed to be adopted ie- 
the exclusion from the trade of all non-Indian companiei. 

188. Indian feeling that existence of British enterprisea 
blocks advance. —^We have said enough perhaps to make it 
clear that the apprehensions of the European business com¬ 
munity {u*e not without substantial foundation. During the 
last ton years, in one branch of commerce and industry i^ter 
another, the evidence has been unmistakable that imponant^ 
sections of Indian opinion desire to secure the rapid develop¬ 
ment of Indian enterprises, at the expense of what British 
films have lahoriou.sly built up over a long series of years. 

[| There is nothing surprising in the fact that national 
sconscjoubnoss should thus have found expression. Indians 
who desire to see the growtli of Indian banking, Indian 
insui’ance. Indian merchant shipping, or Indian industries 
find themselves faced by the long-established British con 
Perils whoso experience and accumulated resources render 
them formidable competitors. In these circumstances, it may 
seem to them that the ground is already occupied and that 
there can be no room Tor the growth of Indian commerc*‘ and , 
industry until the British firms which are already in tho 
field can bo cleared out of the way. But, however natural 
such feelings may be, they might lead, if allowed free scope, 
to serious injustice, and partly as a consequence of this 
and partly for other reasons they are fraught with grave^ 
danger to the political and ecoiuinic future of India. Wo 
feel real apprehension as to the consequences which may 
en«ue, if the present attitude of mutual suspicion and embit- 
terniont is allowed to continue and to grow wtirse. For this 
ri'ason we legard it as of high importance that the attempt 
slionld be made now to arrive at a settlement which both 
parties can honourably accept. So long as the power to 
direct policy in the economic sphere rests with the agents 
of Parliament, it will be impossible, we f^, to combat Iho- 
suspicion, however unjust, that the intercNiW of British trade 
weigh more with the Government than the interests of ludin. 
In itself we regard this as a cogent reason why commoreial 
subjects ‘“hould in future be administered in accordance with 
tlie view’s of the legislature. But equally, if the transfer 
pow’cr w’cro to take place before means had been found to 
allay the reasonable misgivings of British business mem the 
consequences must be grave. In the last resort no /doaht 
overriding powders would have to be reserved to the agenhl 
of Parliament to inteiTero in order to prevent injustice and 
to secure fair treatment. But if, as we fear in ^faolt xxf 
Agreement slight be the ease, occasions for interference Irero 
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frequent, the friction generated would be inteubo and “fte 
i)&iibonio)ib working of the administration seriously preju¬ 
diced. 

ISd^^ecessity of doing justice to both British and Indian 
joints of view.—If agreement is e\er to bo roaciiod, full 
justice niusl be done both to the Briti&li and the Indian 
^points of 'siew. The ditTorences which have disclosed them¬ 
selves relate not to aims but to methods. We do not believe 
thui'tlio Brilisli community in India have any lack of sym- 
■ffethy for Indian ambitions, or any desire to retard the deve¬ 
lopment of Indian induslry and commerce. But ^^hat has 
aroused tl.eir fears is the tendency displayed in certain 
quarters to advocate measures flcsigned to secure the rapid 
development of Indian eidcrpiLses at the expense of the 
British concerns already estahiished in the countrv. Pro- 
p*‘sals fueli as we hav(* described in paragraph 187 cannot 
but convey the impre.ssiou to the British business community 
that, if commercial policy came to be administered m respon¬ 
sibility to the Indian legislatnro, they would have no secuiaty 
of equal treatment, that they would be left to carry mi their 
business only on sufferance, and that indeed they mi^hi ex- 
' peel to bo treated in all respects as foreigners. Such a 
position they may well feel, apait fn»m any question of jus¬ 
tice, is consistent neither with tJie part which the community 
has played in the devotopinont of the country, nor with the 
intimate illations which must continue to exist between 
dreat Brimin and India. But if once they could be assured 
that an Indian Oovernmeiit would treat them not aliens 
but OS do not doiibi tliat they woulvl play a 

worthy part in the coimnereial life of the country, and that as 
time -wenl on their co-operation in furthering fiie atlaiiimeiit 
of the objects which India desires would be forthcoming ii. 
increasing measure. 

From the Indian side, the objection ma> be raised 
that, if the interests of British concerns are to be fully safe- 
.^uarded, no room is left for the development of Indian eom- 
morco and industry. Where feelings of this sort are in fact 
entertained, we think they arc largely due to a misconception. 
For 0 }io thing they do much less than justice to the develop¬ 
ments which have ^eady taken place, particular!;^, to give only 
one instance, in the cotton mill industry. Again, if the control 
of the tariff is placed in the hands of the Indian legislature, 
^ will control the most powerful instrument which eaii be 
used^ to promote industrial development. With certain ex-^ 
cepf ions, the principal British firms established in the country 
a»e for^e most part engaged in enterprises, such as thft 
jtit# miw and the tea gardens, which are vot likely to coma 



166 


vithiii the scope of any protective policy, and Indian com- 
pajiies could hope to start unhandicapped by the conopoti- 
tion of established British concerns. Another point to 
remembered is that enterprises, at present British, may in 
the ordinary course of events and owing to natural causes 
pass into Indian hands, as has already happened on more 
than one occasion. Apart from actual transfers of owner¬ 
ship, we do not doubt that British undertakings will in 
future find it to their advantage to go a long way in the direc¬ 
tion of Indianization, by providing facilities for the training 
of Indians, by enlisting the support of Indian capital to the^^ 
largest, extent practicable, and by the appointment of Indian 
directors to companies registered in India, or by the appoint¬ 
ment of local boards containing Indians, if the company is 
registered outside India. Many British firms, both in India 
and ill other countries, have adopted this policy in the past, 
but they would no doubt feel that there is a wide difference 
between a process which comes about through natural causes 
and otiie which is artificially and arbitrarily imposed by gov- 
ei'nmenlal action. Finally, there are methods by which Indian 
aspirations could be satisfied without inflicting injustice. 
Thus, for example, when it is proposed that direct State 
assistance should be given for the encoui:»^ment of indus¬ 
tries, it would be perfectly open to the Government to attach 
conditions as to Indianization, in the case of all firms who 
may apply for assistance but were not already engaged in the 
business at the time the scheme of assistance was sanctioned. 
Tliis was the recommendation in 1925 of the Exter^ Capital 
Conimittce, of wliich two Members of the Government of 
India were members, and both before and after the submis¬ 
sion of the Committee’s report, action in this sense has been 
taken as, for example, in the Steel Industry (Protection) 
Act of 1924. No one, we think, could fairly claim that the dis¬ 
cretion of the legislature should be fettered, except to the 
extent necessary to secure Justice to those firms which had 
already established themselves in the country. As a fiiml 
example of what is in our minds, we may refer again to the 
inland steamship companies. It might be considered desirable 
on public grounds that the inland steamship services should 
be brought under public control as part of the general 
transport system of the country, and administered in close 
connection with the railways. In such an event, all that the ., 
existing companies could fairly claim would be that they 
ehould not without compensation be deprived of thMr 
ing right to operate their services and that the cApensa- 
tion to be paid should be determined by an independent 
tribunal. 

190. pesirability of agreement.— We have attempted by 
iUnetration to* indicate the lines on which Bri^h and Indian 
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Qpifiiion might J)e brought together, but it is not possible at 
this stage to go further. In our view, the. matter is one whi^ 
requires full and frank discussion between those principal^ 
concerned, and we have no doubt it will , receive clost*. atten¬ 
tion at the Bound Table Conference. There are of course 
many points which would require consideration in det^, 
and it may not be possible for the Conference to e.s:amine 
them fully, but if the prospects of agreement seemed good, 
they migM suitably form the subject of further discussion 
either in India or in England. The essential pre requisite 
of a satisfactory agreement seems to us to be the frank re¬ 
cognition. on either side of what the other can reasonably 
claim. The British business community has played an im¬ 
portant part in the history of the country, it controls conuuer- 
cial enterprises of the greatest magnitude, its elected repre¬ 
sentatives sit, and will no doubt continue to sit, in the legisla¬ 
tures, it call still make valuable contributions to the welfare and 
prosijerity of India, and its members may rightly expect that 
they should not be treated as foreigners. We have already 
referred^ to the intimate connection which must continue to 
exist between Great Britain and India, and it seems to m 
to follow that, subject'always to India’s right to receive reci- 
, proeal treatment)** citizens of any part of the Empire should 
be allowed .,ljidjii.~.£i:eely>^io einrage freely in any 

trade, business, profession-(m-eftlUng, and when estabhshod 
in^liidiv to -reeeive,tj:.eatmont. From India’s side it 
may well be urged that she should be free to develop her own 
industry and commerce by any means which do not inflict 
injustice on any section of the community, and do not 
involve the exclusion of British citizens from partici- 
paUQa-inJudia’siutliruJpydQpEaent. A further^claint might 
also be put forward on her behalf. There are enterprises 
which Indians regard as national, and which at present are 
mainly or wholly in British hands. It would be idle to expect 
that they v ould be content for an indefinite period to remain, 
without their arjpropriate share in the conduct of these enteV' 
prises, and if the methods at first proposed in order (o satis¬ 
fy Indian hopes must be ruled out because they involve in- 
iueticc, or are inconsistent with the position which Great 
ctitain holds in India, Indians may fairly ask that the British 
business community should co-operate in finding other 
methods to bring about the desired result. 

possibility of reaching an agreement on these 
difficult patters depends largely upon the spirit in vhich 
they are approached. Notwithstanding the unfortunate 
history of the last few months, we believe that there is suffi¬ 
cient goodwill on both sides to overcome the difficulties if 
they are frankly fa^d. The impori;ance of. reaching a wr- 
iftaftc-nt settlement of the question can hardly be exaggerated; 
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More perhaps than any other single factor,, it would liolp 
to create harmonious relations between Great Britain and 
India, on the strength of which we could look forward with 
confidence to a future in which Indian and British enterprises 
could Tvork together on terms of mutual advantage and 
respect. 


RAILWAYS. 

191. Administration of the Railway Department.—The 
commercial and industrial prosperity of any country is 
largely dependent on the efficiency of its transport system, 
and particularly of its railways. In India the distances 
are so great that low freights arc essential to the growi;h of 
industries, as well as to the welfare of the agriculturist, while 
at the same time the railways are by far the largest pur¬ 
chasers of manufactured articles in the country,, and the rail¬ 
way demand is a vital factor in the prosperity of the engi¬ 
neering industiy. In these circumstances it is natural that 
those who desire freedom to develop Indian industry and 
commerce on national lines, should also put forward* an in¬ 
sistent demand in regard to the railways. In our view the 
demand is one which should l)e met as tar as possible, and wc 
think that if in the future the control of commercial and in¬ 
dustrial policy is to rest with the Indian legislature, the 
general direction of railway policy should be placed 
in the same hands. It becomes necessary therefore to 
consider both the limitations Avhich, for the present, Parha- 
ment might think fit to retain in order to safeguard tliose mat¬ 
ters in which it is interested, and also the conditions nnd<ir 
which the control of policy could safely he transferred. Tli® 
latter point is one to which vre attach great importance, for 
while in all countries railway policy is a matter for Govern* 
men! and the legislature to decide, it by no means follows that 
the commercial management of . railways can be wisely or 
safely e.x(^rcised by those whom the legislature directly 
controls. 

192. Purposes for 'which Parliament must retain 
control.—The purposes in which Parliament must, we think, 
eontinuo to be interested so far as the railways are concerned 
fall under the heads of Defence, Finance, the Services, and the 
Anglo-Indian community. 

Defence .—^Those who are responsible for the defence 
and intenial security of the country clearly cannot disinterest 
themselves in the efficiency of the railways, for any serious 
breakdown might have calamitous consequences in a crisis. 
It is not only the strategic lines on the frontier which are 
in question, but also the main trunk lines throughout India, 
and the military authorities are entitled to assurances both 
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as to the adequacy of the equipment of the lines and of their 
standard of maintenance, and as to the efficiency of the traffic 
arrangements. 

Finance .—^Under the head Finance, account must be 
taken of the^ enormous capital sums (largely raised in Gregt 
Britain) which have been invested in the railways. It is 
true that the security on wliich the loans were raised was not 
the railway revenues alone, but the whole of the revenues 
of the Government of India. If, however, the railways were 
iiiiablo to earn their interest charges, it is much to be feared 
that the burden would be too heavy for the Government of 
India to meet, and the solvency of the railways is therefore 
Ml intei-esi which Parliament is bound to safeguard. There 
is another point at which the connection between the rail wavs 
and the Finance Department is close and intimate, for tlie 
raising of capital for railway development must both react, 
and bo dependent, on the general credit of the Government of 
India and its financial circumstances from time to time. "Whe¬ 
ther the connection could lie rendered less direct and im¬ 
mediate by proceeding further with the separation of railway 
finance is a question which should lie explored, but under 
existing conditions the Finance Department is most intimately 
concerned in many questions of raihvay policy. 

Servh'f-s .—^TJnder the head Services, several points re¬ 
quire notice. In the railway services, as in others, the e.xist- 
ing and accruing rights of officers appointed by the Secretary 
of Stale must he safeguarded, and it will be important 
also to ensure that a largo number of the senior officers do 
not quit the service prematurely. Tndianization is now going 
forward rapidly, the rate of Indian recruitment for the 
superior services being 75 per cent., and we have no desire 
to retard the process ; but the possibility of efficient ad¬ 
ministration depends on the retention of the existing senior 
officers until Indians are in a position to replace them^ 
Finally, questions may arise as to the percentage of FiUropean 
recmilment, which for the future may be deemed necessaiy 
on military grounds. 

The Anglo-Indian comma nity .—The Anglo-Indian com¬ 
munity lias in the past rendered very important service.s to 
the railways and still holds a large number of jmsts in parti¬ 
cular branches of railway work. The economic life of the 
community is indeed to a large extent dependent on the oppor¬ 
tunities of employment which the railways offer, and its mem¬ 
bers are gravely apprehensive of what may occur, if and 
when any change takes place ^ in the present system of 
administration and control. In view of the history of the 
community, a special obligation, we think, rests upon Parlia¬ 
ment, before relaxing its own control, to ensure, as far ag 
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may be practicable, that the interests of the Anglo-Indiau 
coimniuiity are protected. 

193. Necessity of separatixig commercial managemei^ 
from direction of policy. —^Before explaining how we tn^ the 
purposes of Parliament may best be safeguarded, we must 
turn to the question to which we made brief allusion at the end 
of paragraph 191. The experience of many countries has 
shown the disadvantage of subjecting the administration of 
State-owned railways to the close and detailed scrutiny of a 
popular legislature, which concerns itself not only with broad 
questions of policy but also with administrative practice in all 
its ramifications. 4Jnder the present constitution, the le^sla- 
ture can exert considerable influence on the railway adminis¬ 
tration, and the dangers to be apprehended are already becom¬ 
ing evident. We can find no reason for thinking that the 
difficulties in India would be less than they have been found 
elsewhere, and we have no doubt that a continuance of 
the present system, under which the railways are directly 
administered by a branch of the executive Government, would, 
as soon as the legislature was in a position to assert its autho¬ 
rity, develop tendencies loading directly to inefficiency and 
ultimatcily endangering the financial results of railway work¬ 
ing. The member of an official^ Government not responsible 
to the legislature is in a position to resist these tendencies 
when they threaten to work serious harm, but when a member 
or minister must work in harmony wdth the legislature, if ho 
is to retain bis position, the pressure may become irresistible. 
It seems to us clear that there can bo no material change in 
the control of railway policy in railway matters, until a 
Byst(‘m of administration has been set up which, while leaving 
to Government and the legislature the control of broad ques¬ 
tions of policy, would locate the commercial management else¬ 
where. 

A change in the system of administration seems to us 
necessary for another reason. The' solvency of the Indian 
railway system and its efficient working are matters in which 
Parliament is interested both on financial and military 
grounds, but it does not seem to us practicable to secure these 
iiilercsts by attempting to control the day-to day administra¬ 
tion of the department. If an elected member of the Govern¬ 
ment replaced the present official member and became respon¬ 
sible for the commercial management of the railways as wcH 
as for the direction of policy, he might often be led, under 
pressure from the legislature, to initiate action which the 
agents of Parliament felt to be dangerous both to solvency and 
efficiency. They would then be faced by the choice between 
two alternatives. On the one hand frequent interfei^ce 
would be most prejudicial to the smooth working of 
administration,' while on the other continued acquiesoeueit 
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wonld tend to render nugatory the powers which Partiamenl 
desired to retain. In these circumstances, we are forced to 
tlio conclusion that, if the purposes of Parliament are to be 
secured, this can be done only by modifying the system of 
administration, and not by an attempt at detaded control, 
which would be foredoomed to failure. 

194. Proposed statutory railway authority. —We can 
describe tlie scheme which we contemplate, only in the broad- 
e.st outline. An authority for the administration of the rail* 
ways should, we think, be set up by Statute. The Act would, 
of course, provide for the constitution and powers of the 
authority, and for the powers of control to be reserved to the 
Government of India. From the outset the authority shcmld 
include Jiuliaii members. It would, we think, be desirable to 
make statutory provision for tbe general principles in 
accordance •with which the railways should be administered, 
especially on tlie financial side, as for example, tbe 
manner in which the allocations for depreciation should 
be calculated, the constitution of the reserve fund and tbe 
purposes for which it should be used, and the amount 
of the contribution to general revenue.s. The control of 
policy in all important mailers Avould remain with the 
Government of India and the central legislature, but it 
would be important to leave the statutory authority free to 
act without interference in the detailed arrangements it might 
make to carry out the policies laid down. Much will depend 
on the precision with which from the outset the powers to be 
exercised respectively by the authority and^ by the Govern¬ 
ment of India can be defined. But we cannot attempt at 
this stage to indicate what these powers should be. The ques¬ 
tion requires full investigation in order that the largest pos¬ 
sible advantage may be derived from the experience of other 
countries where the State management of railways has led to 
difficulties. 

195. Necessity for enquiry.— It will be obvious that 
it would be impossible to devise a satisfactory scheme 
of administration without a detailed enquiry by a committee 
or commission. Such an enquiry should, we think, be in¬ 
stituted as soon as possible. It would be the duty of. the 
investigating body to make recommendations as to the manner 
in which the authority should be constituted, the powers it 
should exercise, the matters for which provision should be, 
made in the Act setting up the authority, the control to be 
reserved to the Goverfament of India, and the powers to be 
reserved to the Secretary of State in order to safeguard thes 
purposes of Parliament. A complete enumeration of lb®; 
matters to be extunined we cannot of course attempl; 
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but they should certainly include the subjects specified 
in paragraph 192 above. There is one other matter of 
great importance. The existence in India, side by side, of 
Statf>jDwned and managed railways and railways owned by 
Iho State but managed by sterling companies domiciled in 
England, makes it peculiarly difficult to devise a satisfactory 
scheme for setting up a statutory railway authority for the 
administration of the railways. The contracts of the com¬ 
pany-managed railways- are with the Secretary of State, and 
though the Government of India exercises by delegation many 
of the powers reserved by the contracts to the Secretary of 
State, the nltimate control rests entirely in his hands, 
and the companies, by reason of their domicile, have direct 
access to him. It will be necessary for those making the 
enquiry to examine the question closely, and to consider how 
far the powers of the Scicretary of State under the contracts 
should be exercised by the statutory railway authority, and 
in what matters the Secrctaiy of State himself should reserve 
control. Their task will be extremely complex and difficult, 
but we have uo doubt that the difficulties must bo faced. It 
is our desire to see the direction of railway policy placed iii 
the hands of popular uunister.s, but it seems to us an indis- 

E ensable preliminary that a system of administration should 
rst be established, which will provide for the efficient 
commercial management of the railways, and will also to a 
large extenl safeguard the purposes of Parliament and avoid 
the necessity for detailed Control. 

196.> Method^ of legislation.—^Before any scheme for 
estabHshing a statutory aiitliority to administer the railways 
is adopted, it would be necessary that Indian opinion should 
have full opportunity of expression, and any commission 
or committee wliich may be set up to consider the 
question should of course include representatives of Indian 
opinion as well as the necessary financial and railway 
experts. These enquiries must take time, and since it is 
desirable that the new system of administration should be 
ready to function by the date on which the new constitution 
comes into force, it is evident that special steps will be 
necessary in order to expedite the procedure. We should 
propose that, following the South African precedent, pro¬ 
vision should be made in the constitution for the establish¬ 
ment of the railway authority by the insertion of a section 
in the Government of India Act, the detailed provisions 
necessary being included in rules rj^de under the Act. 
These rules might be subject to modincation by the Indian 
legislature after the lapse of a sufficient period to enable the 
new authority to establish its position and all concerned t0< 
gain experience of the working of the new system. 
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EXTERNAL AFFAIRS. 

197. In the immediately preceding sections we have been 
concerned to develop omr suggestions the general structure 
of g(»vernment at the centre, according as they have ap^ioa- 
tion to particular departments. We now turn to India’s 
eKtemal relations in which several departments are concerned. 
The problems which aririe have not fallen within the scopes 
of the proposals of the Indian Statutory Commission, perhaps 
because no definite constitutional profusions appeared to bo 
required in the structure wliich they contemplate. But the 
demand of Indian opinion, which wo have described as 
directed to obtain self-government at home and national 
recognition abroad, leads us to consider to what extent the 
central executive wdiich we contemplate might be concerned 
with the external relations of India with the other parts of 
the Empiicaiid with foreign countries. 

The existing position has been ^l(^scribed in tlie menio- 
randiun wliich we submitted to the Indian Statutory Commis¬ 
sion on the status and position of India iii the Brilish Empire 
aud ill the Lulia Office memorandum on the international 
status of India, it is beyond doubt that there has so far 
been no delegation of authority to the CoveiT.nient of India 
in regard to external matters. As regards commercial agree¬ 
ments with foreign countrio.s she has not tlie power which the 
Dominions have to enter into direct negotiations. The Gov¬ 
ernment of India Act restricts the power of the Governor 
General in Council to make political treaties ami forbids the 
Indian legislature, without the previous sanction of the 
Governor General, to legislate regarding the relations of Gov¬ 
ernment willi foreign Princes or States. We do not contem¬ 
plate that in present circumstances tlie Govcnnriont of India 
could have a decisive concern with those foreign rela¬ 
tions which closely overlie the right to make war and peace. 
On first class questions of foreign and Imperial policy 
independent action by India is not yet within the realm 
of practical politics. India is indeed more continuously and 
practically concerned with foreign policy ijarticnlarly in the 
Middle East than any of the sel f-goveriiing Dominions. But 
whatever may be the degree of consultation with the Govern¬ 
ment of India, and whatever the agency functions Avhich that 
Government may perform, the decisions must still remain 
with His Majesty’s Government. Nevertheless, there is a 
large range of oxtoinal relations which may conveniently be so 
classed in distinction from foreign affairs, and in which we 
seo scope for an increasing recognition of the individuality 
of India among the nations of the world. It may weU be 
that if the purposes of Parliament are defined, as we propose, 
the Government of India may enjoy considerable liberty in 
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matters such as commercial treaties, and the treatment of 
Indians overseas. We make no precise proposals in this 
regard for, whether our relations be with countries within or 
outside the Empire, we consider that the functions of the 
Government of India must develop by agreement and con¬ 
vention rather than by the enactment of constitutional pro¬ 
vision. It is by the growth of understandings and conven¬ 
tions and not by provisions of positive law that the Domi¬ 
nions have attained their present position. These are the 
lines on which India’s authority over her own external 
affairs must grow. Such a development not only postulates 
an alteration in the constitution of the Government of India 
which would confer upon it a distinct individuality for 
domestic purposes^ but is also its necessary complement 
if the aspirations of India for a recognition of its status 
at home and abroad are to be satisfied. The Indian 
Statutory Commission have taken the first step in this 
direction, by recommending that in future the Governor 
General, and not the Crown, should appoint the members 
of the central executive, and in earlier paragraphs we 
have sought to describe what appeared to us to be the 
implicaticm of such a change. If, in addition, India by 
convention were authorized to negotiate and conclude 
agreements with other countries vdthin the Empire and 
even with foreign nalions her feet would be set firmly upon 
the path along which the Dominions have preceded her. 

RELATIONS BETWEEN CENTRE AND PROVINCES. 

198. Principles of classification.—^Before we leave the 
discussion of constitutional machinery in the provincial and 
central spheres, it will be convenient to say something upon 
the degree and method of adjustment that their mutual 
relations are likely to require. The Indian Statutory 
Commission conclude* their chapter on the relations between 
the centre and provinces, with a consideration of the distribu¬ 
tion of administrative responsibility. In an earlier chapter 
on the provincial legislature, they statef their conclusions 
regarding the distribution of subjects of legislation between 
the central and the provincial legislatures. Sir Walter 
Layton’s scheme similarly makes a distribution in the 
financial field. It will be convenient if we dedl in one place 
with these questions of jurisdiction, and with the further 
question Of bow far provincial jurisdictions may be sub^ 
ordinate to or correlated with central authority. We are 
bert^ in a field within which final dispositions cannot now 
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be made. The ultimate form of the constitution cannot 
yet be settled, or even be predicted with confidence.^ Wo 
need not, therefore, on merely theoretical grounds radically 
disturb arrangements which have in the past proved , satis¬ 
factory. “ It is, nevertheless ”, as the Commission observe,* 
** important to devise the immediate structure in such a 
way as to avoid placing any unnecessary obstacles in 
the way ot any natural future developments”. Oon- 
siderations of that nature, we presume, led the Commission 
to leave intact, save for a few matters of detail, the 
existing distribution of legislative and administrative 
authority, and to maintain,! as wo understand them to intend, 
the. present practice of deciding such questions by rule. 
We presume also that the Commission do not accept thte 
proposal that ” residuary functions ” should be provincial. 
In our view it is not improbable that the ultimate solution 
of the problem of jurisdictions may be the provincialization 
iOf residuary functions, but wo do not feel sure that the 
conditions are yet pro])ared for a decision of this very 
important point in the future federal constitution of India. 
Two local (lovernments have advocated that residuary 
powers should rest with the provinces and not with the 
centre, and apparently contemplate that a final and rigid 
classification of that nature should be made. One of our 
number would prefer to put that arrangement in a some¬ 
what more clastic form, making statutory provision that 
any matter which is not already specified under the existing 
rules, should be assumed to fall within the .iurisdiotion of 
the local Government, and that in case it is claimed to be 
within the jurisdiction of ilie central Government, the 
matter should be decided by the Govcrjior General. It is 
felt that, in view of the grant of autonomy to provinces 
and the desire to let provinces develop on autonomous 
and federal lines, this is the natural course to adopt. 
It does not in any way commit the centre to any parti¬ 
cular constitution in future, while it enables the central 
Government to bring the matter within its own jurii^iction 
if it really finds it necessary to do , so. Others, however, feel 
that so grave a decision caimoi be taken at once. In their 
view it would be premature to entrust to local Governments, 
now to be equipped with untried machinery, all functions of 
government other than those specifically assigned to the 
central Government. Such a decision could be taken only on 
theoretical grounds and might have inconvenient con¬ 
sequences. It might, for instance, be argued that, if ^ the 
functions^ of the central Government alone were exhaustively 
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prescribed, ihc onus of proving that any action taken was* 
inira vires would rest on it alone. Such a position might 
derogate from the vigour of central administration, and 
might have the effect of impairing the liberty of the 
Governor General to be the interpreter of this portion of 
the constituiion. It seems probable that a scheme of ex- 
•lusive jurisdictions could not be worked until the inter¬ 
pretation of the constitution is cntruKted almost entirely 
to judicial authority, and for that development, other 
objections apart, conditions are far from ripe. The question 
is at present largely one of status which may await decision 
till the new responsible Governments in provinces have proved 
themselves. So far as it is a matter of efficiency of govern¬ 
ment, the present classification appears to us, as it appeared 
to the Commission, to be generally satisfactory, and we 
hesitate to decide now that functions, which Govegrnment in 
future may iiave to assume but cannot at present foresee, 
should be provincial. We prefer to maintain the freedom 
which the Devolution rules now afford, to extend the provincial 
field as new activities of government devedop rather than to 
be driven to devise means of assuming tliese activities to 
the central (lovcrnment, as occasion later may arise, from 
among imdofinod jurisdictions allotted on general grounds to 
provinces. 

Holding these views, we are in general agreement with 
what we take to ])e the recommendation of the Commission 
that the classification of subjects should continue to be 
regulated by rule. Wc recognize tliaC^ “ changes in the rules, 
may be necessary from time to time ”, and v/e see in that 
necessity good ground for avoiding the rigidity of statutory 
enactment. 

199. Legislative jurisdictions.—J.egislativo jurisdictions 
must indeed rest on enactment, but \vc share the strong desire 
of the Commissioiit to see niaintained the provisions of 
the existing Act Those provisions establish a certain con- 
* currenee of jurisdictions, kepi apart by a necessity imposed 
on both central and provincial authorities of obtaining the 
previous sanction of the Governor General, before the classi¬ 
fication of subjects made by rule is transgressed. In effect, 
they protect legislation, provincial or central, from undue 
challenge of its validity, but provide for selection of the 
forum in which proposals may be debated and enacted. The 
Commission find these provisions to be “ ingenious and 
effective ”. We believe them to be well-suited to the condi¬ 
tions of the couutrj’’, and to have proved generally acceptable. 
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It is,%jwever, possible to attack them on the grounds that the 
classifioation of stibjects requires revision, and that the 
machinery of previous sanction is capable of improvement. 
In the first regard, the Commission reject* “ any alteration 
of the law which would restrict the range of the legislative 
power of the centre They look rather to a freer use of 
the Governor General’s power to permit provincial legishv* 
tures to undertake legislation on 8ul)jects technically central, 
and to a self-denying practice whereby the central legislature 
would make its enactments on such matters as social and 
religious customs adoptive or enabling. We think that theso 
arc lines which practice may ha expected and should be 
encouraged to purs,ue. But we observe that two local Govern¬ 
ments would make more rigid xjrovision. The Govern¬ 
ment of Madrast would remijve it from the power of the 
central legislature to legislate for matters which concern one 
province alone. The suggestion does not, so far as we are 
aware, proceed on any ground of complaint in the past, and 
we are reluctant to introduce into an already intricate 
system complications which necessity does not require. There 
is much in the suggestion as made wliich we could not accept. 

• We could not accept i< as a denial to the central legislature 
of a right to legislate on its o^v^l subjects of administration, 
if necessary, province by prf)vince, or, for instance, 
for individual ports or universities. Nor could we at once 
agree that certain provincial subjects sliould not be “ subject 
to legislation by tlu^ Indian legislature ” as, they are at 
present. But if the Government of Madras desire that the 
central legislature should no( legislate for provincial subjects, 
whos(‘ administration has no (>xtra-])rovi]icial elTecfs, we 
would ox])oct that the result of such a provision would be 
little ditferent from that produced by the ])voseiit provisions 
for provi(»us sanction to central legislation. 

The suggestion of the Government of the United Pro¬ 
vinces is of the nature of a chock to be operated at pleasure 
by the local legislature. Ft is proposed that the local legisla¬ 
ture should be empowered to reqiirc the central legislature 
to give to its legislation, affecting social and religious usages, 
an enabling form. It would be for the Governor General ft) 
decide who7i such a powei* becnine operative, by declaring 
whether the proposed legislation actually affected social and 
religions usages or not. We are in sympathy, as were the Com¬ 
mission, with the desire that amendments of social and 
religions usage should be left inci’easiiigly to local legislature.^. 
But we would not readily agree that all amendments 


•Volnirsc IT, rara. 155. 


fMadras letter^ para. .37. 


178 


tshould necessarily be so left, nor that the mechanism to secure 
provincial interests should be a provincial power of control 
over the centre. Measures of this kind would require the 
I)reviou8 sanction of the Governor General before introduc¬ 
tion into the LiJ^islative Assembly, and are not now in 
praclico taken into consideration till local Governments have 
been fully consulted. It would, we think, be adequate if a 
practice were established that such consultation invariably 
pi’cceded the j?rant of previous sanction. But wo would see 
inconvenience in a provincial power to revise the grant of 
previous sanction, or to sit in considei-ation of a measure 
under discussion in the Assembly, and to intervene at any 
stage, even the latest, of that discussion. We would our- 
eelves trust to the recommendations, which the Commission 
have made, to secure due eonsid(ii‘a.tion of provincial intoi'osts. 

The second ground on which the present system may be 
-criticized is that the necessity for obtaining previous sanction 
to provincial legislation causes inconvenience and delay. 
(Criticisms, of this nature were made in the earlier period of 
the reformed regime, when the o])eration of the law of sanc¬ 
tion was attended with some friction. Tliat friction is now 
.largely a thing of the past, and it is questionable whether any 
substantial practical benelit would ensue from a modification 
of the existing proxusioiis. Nevertheless w^e wouM accept 
the suggestion of the Goveriiineiit of Bombay*, wlieioby a 
discretion would be taken to mitigate by rule the I’igidity of 
the present law. 

200. Administrative and financial jurisdictions.—The 
pi'eseiit distribution of adiniiiistrntivo responsibility is com¬ 
mended by tlie Commission as generally satisfactory. Wo 
agree, and find support for tlie same conclusion in the 
views which the provincial Govenunojits have expressed. We 
aAvait the publication of tJie,report of Mr. Wliitley's Commis¬ 
sion before submitting our recommendations for the dis¬ 
tribution of functions in regard to industrial matters. The 
more particular recommendation of* the Indian Statutory 
Commission in regard to the Criminal Intelligence Deppt- 
ment is opposed by the Governments of Bengal, the United 
Provinces, and Assam. The Commission recommend that the 
classification of police as a subject of provincial administra¬ 
tion s.honld bo accompanied by a discretion in the Governor 
General in Council to determine conditions regarding 
the organization of a provincial Criminal Intelligence Depart¬ 
ment. The Commission rightly regard the matter as 
Important.. An efficient intelligence service will depend on 
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co-operation between local Governments and on co-ordina¬ 
tion by the central agency. But the Oriminal Intelligence 
Department organization must be part of I he regular 
police administration of the province, as the Government of 
Bengal point out, and little practical value would attach to a 
power to impose 'Control over only one branch of a unified 
machinery of police administration. 1’ho recommendation of 
the Commission, liowever, is in effect permissive, and we are 
prepared to accept it on that basis. * 

In earlier paragraphs of this despatch Ave have dealt in 
detail with the proposals of the Indian Statutory Commission 
regarding pi-ovincial finance. Thesse maU.(?rs also Ave haA’c* 
considered in the light of liie principles of classification which 
we haA'^e just described. would continue the exist¬ 

ing practice by Avhich financial authority is distributed 
by statuiorjS' an,] would retain residuary powers of 
taxation at the centre. These appear to ns to he wise 
accompanimenis of the entirely novel arrangements proposed 
by the Commission. 

201. Control.—Turning to the questions of control, wo 
find ourselves in complete accord with the recommendation 
ol fhe Coramissiun that Gwernors in the use of their special 
and emergency }> 0 Avers should I)e supervised by the Governor 
General and not by the (Governor General in Council. These 
poAvers are exercised in rcsponsilnlity to Parliament, and 
control of them cannot ay)propriaioly bo exercised through an 
authority in close relations Avith a popular central legislature. 
It is on that ground rallier Ilian on any ground of the ultimate 
form of federation thaf Ave Avould employ only parliamentary 
channels of control over GoAmrnors, 

Wo approach the Commission’s, recommendations* relat¬ 
ing to “ the normal po\vers of the cOTitre over the provincial 
GoAmrnmciits ” from the points of A'iew of the scope of these 
powers and the manner of their exercise. The first of the 
eight categories framed by the Commission seems to ns to 
be inevitable not only bocanso eenfral administration is vital, 
but also because a coutral Government Avithont self-sufficient 
central agencies, mnst be in a yiosition to secure necessary 
action in proAuncos. The provision has indeed the sanction 
• of usage, and is not objected to by any provincial Govern¬ 
ment. The second category is draAvn in wider language than 
the corresponding category in Devolution rule 49. rOho Gov¬ 
ernment of Madras object to it on the ground that it gives 
the central Government too Avide a measure of control. They 
would maintain the existing rule Avhich provides onlv for 
inter-provincial disputes. The Government of the T Tnited 

•Tolanie TI, para. 183. 


Provinces would accept* It only on tbe uiiderstandintj that 
the Government of India *will be restricted to use their 
powers principally for the purpose of collecting information, 
giving advice, and settling a common policy, and not for the 
purpose of interfering in the actual details of administration 
in any province The ci-iticism of the Government of the 
United Provinces appears to us, to contain the answer to the 
objection of the Government of Madras. It is because, in 
many matters •■which were not in dyarchio constitutions 
transferred, a common policy may need to be determined 
without waiting for disputes between provinces to arise, that 
a new definition of central control must be sought. We agree 
with the Commission that the definition must l)e in very 
broad tenns. But we also agree with the Government of the 
United Provinces that means must be sought whereby pro¬ 
vincial responsibilities may be safeguaixlcd. The Go^'ern- 
ment of the United Provinces would find these means in a 
definition of the spirit in which control will be exercised. The 
Commission have provided a clieck in the personal and entire 
discretion of the Governor General to decide, in any given 
instance, the scope of control. We ourselves hope that that 
discretion, combined with the restrictions on the method of 
control which we shall presently suggest, will allay fears that 
the inter^'ention of the central Government may be exces¬ 
sive. 


No difiiculty arises about the third category which is, 
however, not so much a matter of control as n distinct power 
which the centre must possess. In a precediTig parsigruph 
wf have slated oiir views upon the fourth catogoiy regarding 
control (}f provincial borrowings. Tlie fifth and sixth 
categories might, we think, well he trcate»l iii the chain of 
relations between the fSecretaiy of - State, the Governin' 
General and Ihe Governor, and should not ho classed as 
matters within the superintendence, direction and control of 
the central Government. The'proposals+ of the Conimissioii 
regarding security services confer on the Secretary of State 
a power to require provincial Governments to (‘inploy these 
services in such numbers and in such appointments as he 
thinks neee.ssary. I’hoy also imply the jiower to exercise 
disciplinary authority. It might be convenient if the Secre¬ 
tary of Stat(‘ wore to delegate to the Govenmieiit of India 
suitable pdwers, possibly to the extent suggested* by ihe 
Government of the United Provinces. But we .see no reason 
wJiy this should be done by statute as the Commission appear 
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to contemplate. The phrase* safeguarding of Imperiul 
iuterests ” does not appear to its to be entirely free from 
obscurity, but we feel no doubt of the need for some such 
provision giving powers to the agents of Parliament. 

The seventh and eighth categories appear to us to be 
more suitable for classification as central subjects than for 
expression as‘powers of control. If they were s.o classified 
the requisite power of control would flow from the first 
category. Wc recognize, however, that difficult questions 
arise, as they have arisen elsewhere, for instance in Canada, 
regarding the participation of provinces in decisions reached 
by the Government of India in external affairs. The subject 
is a difficult one, and its solution will probably be found 
through the operation of practice and convention. But 
whatever procedure may be approved for reaching decisions, 
and we recognize to the full the desirability of previous con¬ 
sultation with provinces, it is clear that the final authority 
must rest with the central Government, in whom must also 
reside power to make the decision effective. • 

We conceive of tlieso powers being exercised, as central 
control is a( present normally exorcised, by Avay of consulta- 
• tion, advice and remonstrance! If, however, the Gov- 
emmeiil of India were nnabl(^ by these methods to get its 
way, we would no! confer upon it a further mandatory power, 
but would oxpeer it to advise the Governor General to act in 
relations with the Governor. The chain of authority -would 
be the Governor General’s powers of sn])orvision over the 
Governor, and the G(tverTun-’s overriding powers over_ his, 
Cabinet, Tin' machinery of control which wo have described 
seems to us to reconcile tlio claims of central and of provin¬ 
cial authoritv most conveniimtly. On the one hand, we do 
not desire to exclude the Assembly from discussion of 
matters which fall within the proper seoi)o of the central 
executive. On the otlier, we see oldeetion to placing a 
Governor or his ministers in the position of receiving orders 
from an executive in relations with the Assembly. In 
practice the necessity of obtaining the decision of the 
Governor General, before it can he hc.d that provincial action 
affects the interests of some other part of India, will he an 
additional security that the iwovincial field is not irnduly 
invaded by the powers of supervision. 

202. Co-operation and co-ordination.—The recommenda¬ 
tions, of the Coiqpiission for co-operation between central and 
provincial Governments and for co-ordination of nation- 
Wildi^ services do not, except in one other respect, involve 
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any new constitutional provisions. We have already accepted 
the suggestion* that it should be rendered constitutionally 
possible, under suitable restrictions, to assist provincial 
objects from central funds, and vice versa. Co-opera¬ 
tion ”,t say the Commission, “ should be secured by the 
general goodwill of the Governments concerned, rather than 
by the imposition of specilic central control We agree, and 
although we recognize that the Commission ^so proposof 
that the central Government should “ in future have a more 
authoritative ijosition than it now enjoys, constitutionally, 
in the transferred sphere ”, we think that the restrictions, 
placed on the scc^ond category of control will obviate danger 
of co-operation being secured, save in case of necessity, in any 
other w^ay. 


THE SERVICES. 

20.']. The Indian Civil Service and Indian Police Ser¬ 
vice.—Continuance of recruitment. —The question of the 
steps to be taken in regard to those services which are still 
recruited by the Secretary of State on an all-Tndiu basis, is 
one of great importance for the future administration of the 
conntry and, avo think, for the successful working of the new 
coiistitnlion which it is fJroposed to set up. '^Pho Statutoi’y 
Commls.sion Iiua-o rightly said that the Indian Civil Service 
and the Indian Police Sendee stand in a class by thornseh^es 
as the “ seonrity services ”, upon which depend the organiza¬ 
tion and direction of the general admhiistraUvo system und 
the maiiitenanco of law and order. The Commission recom¬ 
mend that tlieso two services should remain on tin all-India 
fooling, and that r(‘cndtm(;nt for lliora should b(' made by the 
Secrelary of State;. TJio majority of the local Governments 
are very decidedly in favour of this recommendation, though 
witliiii the Goverilmenls there arc dissentient vi(;ws. We our¬ 
selves have ]io. hesitation in sui)porting iho'proposal of the 
Commission. It has been objected ihai a provincial Govern¬ 
ment cannot feel unhampered in the exorcise of its authority, 
so long as it is, not free to roernit all its services on its own 
terms and liaA^e the final voice in controlling them. The 
anomaly may be admitted, but it must al the .same time be 
recognized that considerable risks Avill bo taken if the direc¬ 
tion of policy in all provincial subjects is transferred to 
popular Governments, and that, if simultaneously far-reach¬ 
ing cliangos are made in the administrative machine Avliose 
task it is to carry out policy, there is danger that the new 
system may start under a serious handicap. ^It is necessary 
to keep the administrative foundations sound, while the new 
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constiiulioTi is facuig the (Ufficnlties which are likely to con- 
f roil I if. at the start. Whether, after these have been sar- 
moallied,^ it will be desirable to continue the reeruilmeiit of 
the securit y services on the present basis is a question depend¬ 
ing on conditions which cannot at preseait be foreseen; 

^ Many of those who advocate the discontinuance of the 
present form of jeoruitnient have no desire to destroy the 
existing orgaifization. They recognize the value of the work 
the services may be expected fo Tierfonn dnriinr the transition 
period, and would be prepared to face the temporary 
anomaly of retaining officers, who can look outside the 
province for the ultimate protection of their interests. 
But there is a large volume of opinion which argues that tlie 
existing body of officers, retaining their existing privileges 
and safeguards, will be sufficient to tide over the period while 
the qcw constitution is establishing itself, and that by the time 
they disappear their s,er\'ices will no longer be required. We 
think that those who hold t liesc views do nol take full account 
of the probable results of stoiipiiig reciuitment. We believe 
that, as soon as it was announced that rccriiitmont was 
stopped and that Iho all-Tndin sersdccs as a vhole wore in 
effect being closorl down, tlu} existing numbers weald dwindle 
far more rapidly than is des,ired. Nor would it bo easy, if 
necessity arose, to rc'snrno r(‘cniilment witli siic(*oss after an 
interval, v'diieh would have brokoTi the old conuectioiis and 
traditions. The discontinuance of recruitment vould in effect 
amount to taking a bind decision ;d a time when the condi¬ 
tions of tlie futures are still unknown. Kor fhese reasons we 
hold that it is (issential to continue recruitment to ilioso ser¬ 
vices on flic existing basi.v. 


20d. The same.—Recruitment by the Secretary of State.— 
It is generally agreed tlmt a decision to continue recruitment 
for the soenriiy services involves the continuance of their 
rc(;ruilinent by RocT*(‘i;n‘y of Stale. IM.e justification for 
maiatniuing Ihe.si- servic<-s is that tlay furnish offieer.s of a 
high standard to deal with matters, the efficient handling of 


whicli is a ])viniary iutevest of the country. Tt is of the 
essence of the case that the services should bo able t.o attract 
the best niaterlal available. As the Statutory rommission 
point out, an all-Tndia scwvice has a much wider field of 
choice thai) any provincial, service, and tlie status and 
traditions atiaehiug to it attract the best class of Indiv^n 
candidates, while there can bo no doubt that without the 
security which is afforded by the protection of the Rce- 
retary” of State, British candidates of the present 
standard could not be obtained. It has indeed been sug¬ 
gested by the majority of the Bombay Government that, 
while these two services siiould be retained on an all-India 
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basis, they should be recruited not by the Secretary of 

Slate but through the central Public Service Commission, 
and that they should look for protection to the Government 
of India. Somewhat similar ideas are expressed in other 
quarters. We fear .that this compromise does not really meet 
the difficulties that are felt on either side. On the one hand 
British candidates, have for a long time attached great 
importance to the protection of the Secretary, of State, the 
value of which has been proved by experience. The Govern¬ 
ment of India is for them a distant body, whose general atti¬ 
tude to the qii(*r5tious that may affect them is unkno>/ni. Its 
protection will not give them the same sense of assurance as 
they derive from the protection of the Secretary of State. 
On the other hand, so long as the services remain on an all- 
Tiidia basis and their pay and conditions are settled by a 
central authority, whether it be the Government of India or 
the Seevelary ot State, tlic objection that local Govornrnciits 
would be hampered in the exercise of their authority is not re¬ 
moved. We do uo\ consideT tliul any intermediate position 
between n'eriillmeni )>v the Secretary of State and provin- 
cializalion is likely to prove satisfactory and, as we hold that 
the time has not come for provincialization, we have no hesi¬ 
tation in snpporliiig the proposal that recruitment should be 
conliiuied on an nJl-Tndia basis by the Secretary of Stiite and 
under the guaranicc of his protection. 

. 205. The same.—Rates of Indianization.—^All local Gov- 
ernmoiils agree that, if the security services are to eonlimio on 
an all-.hidia ba.sis, the existing rates of Fndianization, which 
w^ere tixed on the recommendatiou of the Tjoc Oommission, 
should be maintained. 'I’liese rates are calculated to produce 
an equality between the numbers of Muropoans and Indians in 
the Indian (’ivil Sorviei* by 1951) and in the Indian Police 
Service by .1949. We propose no change in these I’ales of 
Indianization, which are indeed as rapid as ay)pear to us to bo 
consistent wdth the retention of the character and traditions of 
the two services. 

20t)- The same.—Future reconsideration.—We have indi¬ 
cated above onr view that the eontiiiiianco of re-- 
cruitinciit for tliese two services must not be tciken 
as im]>!ying an intention that they should be retained 
indetinitely. j\ll local Governments are agreed tn.at 
tlie matter shoind after some period bo reconsidered 
in tlie light of conditions then existing. There is a 
considerable variety in the suggestions, made as to the period 
after which reconsideration should take place. The Punjab 
Government have suggested the year 1949, when the process 
of bringing the number of Europeans and Indians to an 
»|uality in the Indian Police Service will have been com- 
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plctod. The (lovernment ot Bihar and Orissa suggest 1939, 
the year iii which a similar process in the Indian Civil Service 
should have been accomplished. The Central Provinces Gov¬ 
ernment suggest that reconsideration should take place when 
equality of Europeans and Indians in*each service has been 
reached. We doubt whether at this stage it is necessary to 
take a definite decision on the point, particularly as it seems 
to us inevitable that, when the proportions contemplated by 
the Lee Commission have been attained,, the future of each 
service must be fully reviewed. 

207. The Indian Forest Service and the Irrigation branch 
of the Indian Service of En^neers.-— The Statutory Commis¬ 
sion did not reach any definite conclusion as to whether all- 
India recruiimcnt should continue for the Irrigation branch 
of the Indian Service of Engineers and for the Indian Forest 
Service. None of the provincial Governments had recom¬ 
mended this course, hut the Commission were so mueli im¬ 
pressed by the importance of the work these two s,ervices 
perform, that they felt the matter required further examina¬ 
tion. Local Governments have again expressed their opinions 
in the light of tlie considerations brought out in the 
report of the Commission. They arc, however, still 
unanimous that there is no necessity to continue recruitment 
for the Forest Service on an all-Tndia basis, and, willi the 
exception of the Governments, of tlie Punjab and of Bombay, 
no local Government recommends that all-India recruitment 
should be continued for the irrigation branch of the Indian 
Service of Engineers. In two provinces rocruitmenl for the 
Indian Forest Sei'vice lias already been terminated as the 
result of the Lee Commission’s reconimoiidations, and im- 
jiortant as. the work of the Forest Department is, wo do not 
feel there is sufficient .iustiticaiion for continniug recruitment 
for the Indian Forest Service in the other provinces, contrary 
to the recommendations of the local Governments. It can 
only be for very special reasons, such as those which apply to 
the two security services^ that recruitment by the Secretary of 
State can’lie justified for services which will be working under 
an autonomous provincial Government. In the cas,e of the 
Irrigation service the coiisiderationL. are perhaps more evenly 
balanced. The revenue derived from the great irrigation 
works in certain provinces is a vital element in provincial 
finance, and the irrigation system is one of the chief founda¬ 
tions of the economic prosperity and contentment of the 
people. The oflScial members of the Punjab Government go 
so far as to say that the efficiency and initiative of the irriga¬ 
tion officer is a factor for internal stability, practically on a 
plane with that of the officer in the security services. It is 
easy to understand the anxiety expressed by the majority 
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of the Punjab Government on the reserved side to retain 
what they regard as an insurance against deterioration in a 
service of such vital importance to the prosperity and 
economic life of the province. The recommendation of the 
Bombay Government is also doubtless due to the fact that 
the wliolo future of Sind depends on the success of the Sukkur 
Barrage irrigation scheme, in which, moreover, a huge capital 
sum has hoen sunk. It would he rash lightly to disregard 
the views of Ihe local Gova‘niiuonts, in a matter of such 
fundamental coneeni to tliem. At the same time, we are 
anxious that recruitment sb.onld ixd he continued under the 
guarantee* of the 8ecr(*tary of State unless the iieed for it 
is beyond all reasonable doubt. In all ])i‘onnces, except 
the l^nnjah and Bombay, local Governments are pi’e-- 
pared to take the risk of (lis))(‘using ^^^th roernitment for this 
serv'ice on an all-India basis, and we accept their views. 
We have not been able to reach a final conclnsion in regard 
to the Punjab and Bombay, 1’here Avonld be obvious advant¬ 
ages,, we tliink, if it were ])ossil)le to retain an all-Tndia ser¬ 
vice for dealing with the great ,'«choraes of irrigation of the 
Indus valley, [)nrticnlarly as tlioy affect two different 
local administrations. On the oilier hand, due wc'ight must 
be attaelied to public opinion, and it Avonld seem, {rom the 
vioAVS recovdeil by the Kovenne .Member and the Minister for 
local self-govornmenf in the Punjab, that there is deliiute 
opiiosition to the continuance on existing linos of recruitment 
for the Irrigation service in the Pnnjah. If it Avere decided 
that reemilmeat should he raaiulained on an all-Tndia ha.sis 
for tbe I’unjab and Bombay, it would be for furtlier con¬ 
sideration Avhether this recaaiitmeni sliould ho cabled out hy 
the S('cretary of State, as recommoudod hy the Pnujab Goa’’- 
ernment, or by the Public Service Commis.sion, on bebalf of 
the GoN'ernmeid of India, as rccomnieuclcd liy the GoveiauiK'ut 
of Bombay. Mliatevor may hc' the decision in regard to the 
Pnnja.b and Bombay, aa^o are agreed that in other proA’inces 
recruitment*hy the Secretary of Slate for the Irrigation 
brancli of the Indian Service of Engineers should not he con¬ 
tinued after the introduction of tlio ncAV constitution. 

208. The central services.—^Tlic Statutory Oomraisaion 
have made no reference to the position of thd central ser¬ 
vices, which Avork under the GoA'crnment of India. For the 
most part the control of these services has been vested by 
the recent ciTil services (classificalion, control and appeal) 
rules in the GoA’^ernment of rndia. But Ihe Secretary of 
State in Council is still responsible for the recruitment and 
control of the Indian Political Department, the Indian 
Ecclesiastical Establishment, persons appointed outside India 
to the superior telegraph engineering and wireless 
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branches of the Indian Posts and Telegraphs Department and 
a few civilian. officers holding posts which are paid from 
army estimates. He also rccniits officers appointed outside 
India to the superior railway services, and controls the com¬ 
paratively few officers holding flie King’s commission on the 
active list of the regular army and the Koval Indian ;Mai-ine, 
who are employed in certain central services. We assume 
that the Statutory Oomraissioii intended that there should be 
no change in these respects.. That is also our view, except 
in so far as recruitment for the snxjcrior telegraph engineer¬ 
ing and wireless brandies of the Indian Posts and Tele¬ 
graphs Department is concerned. We do not think it is 
necessary that the Secretary of Slate should continne in 
future to carry on llritish recruitment for this service. Its 
cadre is small. British rcciaiits are not likely to exceed on 
the average one in two years and the mimhcr may oven be 
less, and ^^»e bavo no reason to donbt that the (lovernmeut of 
India will be able, Vvdthout the assistaiua^ of the Secretary of 
State, to obtain suitable British recniits in the nnm])ers re¬ 
quired. 

200. Safeguards and conditions of service. It is common 
ground that whatever may t)e the decision as to future 
recruitment of Iho all-India sersicos, the officers at pr(!Sont 
in these services should be encoiirag<?il to remain, and should 
retain all their oxisfing riglds, snfegnauds and prospects. 
Further, as wo explain later in onr observations f»n the (loun- 
cil of India, \v<‘ recommend that changes in the statutory rules 
affecting the siwvices should ])e me.d(' in consultation witli a 
body which r(;i)resents service experience. One imx>orlant 
factor in the retention of the exi.sting officers of tlie nll-lndia 


scv^ ices is ni!donl>tedlv (he right of premature retirornent. 
This right is at ]n‘cseiil jxissessed by .'dl officers in these ser¬ 
vices, except the more recent recruits of Asiatic <lomicile. 
Generally spoakinff, under existing orders, the o])tion to retire 
prematurely extends only for twelve montlis after th(‘ transfer 
of power proposed by (be Oornmission lias taken place. All 
local Governments agree wit]> the Statntorv Oomtnission that 
the right of premninro r<;tireuinnt should he <'ontiiiuod, with¬ 
out limit of time, to any officer wbo migtit under the present 
rules have so retired on the craning into force of Die new 
constitution. "We have no donht that the extension of this 


privilege is essential. If an irrevocable cliojee is presented 
at a particular moment, there is a serious risk that a large 
number of valuable officers Avonld decide to retire. The ex¬ 


perience of the past has demonstrated clearly that officers 
are more likely to remain while the option of retirement is 
kept open. 


The Commission recommend that those, who are recruited 
after the introduction of the new constitution, should en^oy 
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the same rights, privileges and safeguards as members 
recruited before the change, except in respect of the right of 
premature retirement. They do not consider it is reason- 
able that those who enter the s,ervices with full knowledge of 
the conditions should be granted this right. In principle we 
accept this view, but, in agreement with more than one local 
Government, Ave regard the matter as one that will have 
to be decided in accordance wdtli Ihe practical considera¬ 
tions of fact. If satisfactory recruits can be obtained 
without the grant of this privilege, there is no reason why 
it should be granted,. But we do not think it would be wise 
to run the risk of losing the recruits required for the all-India 
Services, merely on this point of principle. It does not follow 
that it would be necessary to extend to neAv recruits the 
precise scheme which is, open to existing members of the 
services. We think that the suggestion made by the United 
Provinces Government that rights of retirement should bo 
offered after fixed periods of service, the earliest of such 
periods being twelve years, might well be considered, should 
the necessity for making this concession arise. 

210. Security of pensions, family pensions and provident 
funds. —The rej>lies of local Governments indicate marked 
uneasiness among members of the all-India services in regard 
to their pensions, family pensions and pi-ovidcnt funds. On 
these questions we endorse ihe vecommeudalion* made by 
the Indian Statuioiy Commission. They point out that they 
are not proposing any change wliicli would bring j^ensions 
into jeopardy, but, folloAving the Lee Commission, they recom¬ 
mend that, if any statutory change is made hereafter 
im'olving the transfer of the financial control in this regard 
now exercised by the Secretary of State in Council, adequate 
provision should at the same time be made for safeguardiug 
service pensions. We assume that their recommendation was 
intended to include family pensions and provident funds. 
This is a matter to which we attach great importance, and we 
trust that an assurance on this point will be given by His 
Majesty’s Goverjiment, and that it may bo found possible to 
restate with reference to present conditions, in terms as ex¬ 
plicit as may be, the principles sot forth in paragraph 4 of 
Mr. Montagu’s despatch No. 5-Pub1ic, dated tlie 9th February 
1922. In the meantime we,arc* exaniinhig, in connection with 
various memorials received from memhors of the services, 
the question Avhether it is practicable to supplement this 
assurance by measures which will give a greater sense of 
security to the. services, and we propose to address you 
separately on Ihis subject at an early date. 
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211. Other recommendations. —^We accept in principle the 
proposals of the Commission in regard to the establishment 
of provincial Public, Service Commissions. There are certain 
other matters of less importance on which we shall address 
you separately. 

RELATIONS WITH THE STATPIS. 

212. The federation of all-India a distant ideal.— The 
relations which should obtain between British India and 
the Indian States raise difficult questions immediate and 
remote, both of which have boon discussed* by the Ooinniis- 
sion. Wo readily accept the ideal of an ultimate federation 
of all-India, and agree with the Commission that the 
Indian Slates and the provinces of British India preserve 
remarkable cultural affinities, and are slowly working out a 
common destiny. We recognize the geographical, economic 
and political unity of British India and the StateJs, hut we 
share the repugnance of the Commission to pronounce dog¬ 
matic conclusions. The ideal which has received general 
acceptance, and which we also accept, isf “ some sort of 
federal arrangement ”. Deep-seated difficulties arise from 
the heterogeneity of the units to be federally associated, and 
from the wide range of matters to be made subject to control 
from a c.(»mmon centre. The Commission remark that ulti¬ 
mate federation caimot follow any known pattern, ancl 
we doubt whether any advantage is to be derived from 
attempting now to sketch the ultimate form of future 
political - association between British India and the States. 

Eederation might y)()ssibly be evolved on some such lines 
as Jiave been followed in the Dominions or in federal countries 
elesewhero, but wo refrain at this stage from following the 
Commission into an exiimination of the methods by which the 
end might bo reached. The example of Canada has appealed 
to them, but the Commission go no furtiier than to say that 
individual adhesion is a iiossibh* method of approach. We 
are ourselves by no nSeans clear that adhesion to the legisla¬ 
ture of British India holds out greater promise than the ex¬ 
pansion and development of the Council for Greater India, 
and we hesitate to assume that the relations existing between 
the provinces of British India and the centre will not neces¬ 
sitate a permanent central legislature for Bidtish India, deal¬ 
ing with matters which are of concern to British India alone, 
and to which the States cr>uld not appropriately Iw aflmittod. 
We think that the way should be left open for the continued 
existence, if necessary, of the British India legislature for 
British India purposes, and for the possible creation of an 
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all-Tndia legislature in which both the States and the pro¬ 
vinces would be represented. 

In short, the time has not yet come for a choice to be 
made. A federation of all-India is still a distant iieal, and 
the form which it will take cannot now be decided. The duty 
before us at this stage is to assist in arranging the prelimi¬ 
nary setting and in removing obstacles from a still untrodden 
path. Without indulging in remote speculation, we think 
it more prolitaoie and necessary to examine the concrete pro¬ 
posals which the Commission make for immediate action. 

21.3; Paramnuntcy.—^We have already intimated, in the 
course of our examination of the structure of the central 
executive, our acceptance of the Commission’s suggestion that 
the e.xercise of paramountcy should no longer be a function 
of the Government of India. We propose now tq discuss the 
suggestion in some detail. 

At the outset we accept the important distinction made 
by the Statutory Commission between the exercise of para¬ 
mountcy on the one hand and, on the other, the normal treat¬ 
ment of matters which are of common concern to the States 
and to British India. It is only in respect of the former that 
the Commission recommend that the Viceroy should be 
statutorily vested with tl\e functions now exercised by the 
Government of India ; and the Princes themselves ask for 
nothing more. The object of the proposed transfer is not to 
change bnt to perxjctiiate the present location of responsibility 
with the agents of the Crovm, and I he need for it arises partly 
from the anticipated increase of the responsibility or respon¬ 
siveness of the Governor General in Council to the British 
Indian legislature, and partly From the formulation of 
the ideal of a federated India. Whatever legal or constitu¬ 
tional argume]its might ho advanced to the contrary, it is in 
practice essential that the obligations of the Crown towards 
the Indian States should continue to be discharged through an 
agent whom the Crown is able fully to’*'control. At the same 
time, as the Commission point out, it is in the last degree 
improbable that the States would over assent to the idea of a 
federal association, whose democratically controlled executive 
could claim to exercise rights of paramountcy over them¬ 
selves. Any invasions or limitations of the autonomy^ of 
the States must come not from the Government of British 
India, but, from the representative of the British Crown, to 
whom alone the Princes admit, alle^ance. 

We have anxiously considered whether the object as 
defined above could be achieved by any means less drastm 
than those advocated by the Indian States Committee and 
the Statutory Commission. Our opinion that there is no 
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satisfactory alternative is not entirely unanimous. One of 
ns holds the \dew that the arrangement, under ■w'hich the 
exercise of paramountcy is constitutionally vested in the 
Governor'General in Council, should not be disturbed, except 
to the extent of providing that those memhors of the Governor 
General’s Council, who may in future be responsible to the 
central legislature, should bo specifically debaricd from 
participation in the disposal of such business. Tn other 
words he considers that, in the'event of the introduction of 
dyarchy into the central Government, all matters relating to 
paramountcy should ))c classified as ‘ reserved Tf, 
however, the central Government is to be unitary, siibjecl to 
the reservation of overriding powers for the Governor 
General personally in certain matters, tlm exercise 
of parairv>untcy should, in his view, imdouhtedly bo a 
matter in which the Governor General should possess such 
powers subject only to the control of the Secretary^ of 
State. He further considers that, if his. views as summarized 
above do not meet with acceptance by ITis Majesty’s Govern¬ 
ment and if members of the Governor General’s Council are 
to be relieved of all responsi])ility in regard to the functions 
of paramountcy, that rosponsiljility should he vested in the 
GoN crnor General rather than in the Viceroy. In urging 
this view (which for reasons explained below the remainder 
of us are unable to endorse) lie is actuated by the fear that, 
if at some future date the offices of Viceroy and Governor 
General were to become distinct and to be held by two. 
separate pei’sons, baffling and undesirable complications 
might ensne. Ilis general attitude towards the whole 
question is that tlio conloniplated cliange involves a very 
drastic separation between British India and tJio States, 
which is enlculaled to render their eventual fusion more 
difficult than would otherwise he the case. 

We realize that this latter view is held in considerably 
stronger form in other quarters also,-and that tliei*e exists a 
suspicion that the vesting of the functions of paramountcy 
in the Viceroy must, and ma; oven have been expressly 
designed to, iiamper and delay the progress of India as a 
whole towards true autonomy. We doubt, however, whether 
this suspicion would be dispelled by the adoption of the com¬ 
promise favoured by ouj* colleague. The dyarchic arrange¬ 
ment which he contemplates would be at variance with our 
ideas as to the future constitution and functioning of the 
Governor General’s Council, and could, at the best, be only a 
temporary makeshift which would avoid rather than solve the 
essential problem. The alternative proposal that the rights of 
the Princes should be safeguarded by the vesting of over¬ 
riding powers in the Governor General is open to the objection 



192 


that it would afford the legislature a constitutional locvna^ 
standi in a sphere which, as our colleague himself admits 
ought to bo reserved for Parliament and the Crown, and would 
create a position with wide possibilities of friction and mis¬ 
understanding. Finally, both alternatives would entirely fail 
to satisfy the Princes, whose hopes for the future are centred 
in the solution which wo are advocating. We consider that 
that solution lends to unity rather than to dissidenee. We re¬ 
gard it, in fact, as by no means inconceivable that the sur¬ 
render of the functions, of ,paramountcy to a democratically 
controlled Government of India would lead in no short space 
of time to open defiance of the latter, and perhaps even to 
hostilities. Tt may he argued that the (xovernment of India 
is not yet democratically controlled, and that the change 
which we are advocating might well be postponed until that 
contingencj" has arisen. We would reply that we are 
satisfied that any sucli delay would be dangerous. The 
influence of the legislature upon the central Government is 
already sufliciently gi-eat to justify the misgivings which the 
States entertain. Nor is any one likely to argue that they 
are mistaken in anticipating that it will rapidly increase. 
So long as this constitutional question remains open it will* 
be a focus of controversy and friction, and the postponement 
to some future time of a decision which we regard as in¬ 
evitable will only increase the difficulty of its eventual appli¬ 
cation. If it is defended and enforced now on the grounds 
which we have described above, we trust that public opinion 
may be brought to realize that it is not so comprelionsive or 
disturbing a measure as it Itas been I’epn^sented in some 
quarters to be. In all matters, v.here British ludiaji inter¬ 
ests are concerned, British India will, as at ])rosent, have 
full constitutional oT)portunities for expressing, and, with 
due regard to the rights of the Stato-s, (mforciug her desires. 
And even in affairs internal to the States there will be no¬ 
thing to prevent the Viceroy, if he so wishes, from obtaining 
the opinion of his Council in -any matters which, by reason 
of their nature or intrinsic iraxjortaiice, seem to require 
Bcnifiny from the British Indian standpoint. - 

It will be f)bs(!rved that we have, in tlio foregoing 
observjitious, been at pains to use the levin ‘ Viceroy ’ in 
preference to that of ‘ Governor General ’. It is, in fact, 
our c(*nsidQred opinion that the Governor General should 
hereafter be appointed under tlie dual designation of 
Viceroy and Governor General, and that his functions iui 
regard to the exercise of paramountcy should be- statntorily 
vested in him under the former designation. The argu¬ 
ments on which this proposal is based, though in part 
^sentimental, appear to us to be cogent. It is on th6 King, 
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Bmperor that the loyal sentiments of the Indian Prints are 

centred, and it is towards the Viceroy, as His Majesty's 

representative rather than as the Governor General of India, 
that they feel that respect and devotion which is so vakiable 
a factor in our dealings with them. 

214. Matters of common concern. —^With regard to mat¬ 
ters of common concern tlie (Jommission make three definite 
proposals, namely, that a list should he prepared of those mat¬ 
ters which are of common concern to the Stales and to British 
India ; that there should he included in tho^ preamble to 
any now Govoriimoiit of India Act a rocit.al whicli would put 
(m vecoid the desire to develop lliat closer association between 
the Indian States and British India which is the motive force 
beinnd all dis<MiHsI<ms of an <‘ventnal federal union ; and 
that provision he made i’oi I lie {‘realion of a Gouii- 
eil foi G'vahn* hidia I'cn llie pnrpuoo ol* .loint cousnltaiion on 
ninttoTs of oommon concern included in the lisi 

We su})porl these three suggestions, but make the fol¬ 
lowing geinwal ohservations. The list of matters of com- 
11)011 eoiumai is to include ftoin llie outsel tliirteen matters 
which eovei a large ])orlioii of tlu* range of the Government 
•f India. Defence is a noticeable omission, piesuraahly in 
accord with the OommissioiPs recommendations to remove the 
administration of the army fioin the Government of Indian and 
to eonstiinte a committee on army affairs on which the States 
might be given represimtution. The list is to be included in 
a schedule to the Act and the matters included in it will 
require to be brought up for joint deliberation. 'Hie roquirc- 
inoni of joint deliberation imjioses a restriction upon the free 
action ol* the Government of Fiidia, hut we lake note that the 
list ip. to be made in consullation and by agreemeut. 

We have no objection to a recital in the preamble which 
merely places on record a desire for closer co-operation in 
the fid me. But in the form given to tlic recilul* in the 
report there is approval of the principle of joint deliberation 
on matteis of common concern at the discretion of the States. 
We conceive that the form of the tocital will be determined 
by the eonelnsions I’caclied as to llie nature and functions of, 
the Council for Greater India. Representation on the Council* 
may he n'garded .as participation in a mutual privilege, but 
the view may be taken that its eroatiou imposes a constitu- 
* tional limitation on the free action of the Government of 
British India. The implications of the recital proposed by 
the Commission are that while British India is given no dis¬ 
cretion and must submit to discussion of its functions, so far 
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os they fall within the list of matters of common concern, for 
the States submission is optional. No Indian State nowl come 
within the scheme, unless it so desires. 


215. The Council for Greater India.— Tlie provision for 
the Conneil for Gi‘oat(*r India is a statutory discretion in the 
(h'own to ci-(‘ate the Council for purposes of consultation. Wo 
luivo f:o particular comments to make on the suggested com* 
])osilion of the Conneil, or on the proportions proposed 
rospeeiixely for the rcpresonktion of the States and of 
British India. We think it pro])ahlo, however, that oa prae. 
ti(*ajl grounds it might he ueeessary to incveaso it.s total mem* 
borsiiip to not, less than (Id, of whom about 20 might, he re¬ 
presentatives of the States. As io the swipe of tlie fnneticms 
<ii‘ ihe (kuuieil, the powmr given to the VicMjrov- t<, certify 
from time to time such other matters as he may consider 
suitalde for consideration by ihe (Vmncil introdnci's elasticity, 
hut the. demand might he made from Die British India sifte 
that additions to the list should he made only by rule. Wo 
agree that the functions of the Council should be eonsulta* 
tive only, hut in some respects the consequential proposals* 
made by the Commission induce misgiving. Instead of re¬ 
porting to the central legislature and to the Cliamlier of 
Princes, a more suitable arrangement might be that it should 
advise the Viceroy and Governor General. In the second 
place we are doubtful -whether the Council should possess 
the administrative power of appointing committees of in¬ 
vestigation and report. Lastly, since the Conneil is itself to 
be composed of mixed elements wo are not (mtirely satisfied 
of the need of any provision for meetings of a joint, eoni- 
mitteo disAvn from the Council and from the central 
lcgi.«1atiii‘e. 


These how^ever are matters of detail snseepliblo of ad¬ 
justment by discussion. Tn the meantime Ave reiieat our gene¬ 
ral agreement with tlie (knmnission’s suggestions. We re¬ 
gard them as a Aalnahle coutribntion to <Mirreni political 
thought on an exceedingly difficult problem, and Avg trust that 
they may attract snpiiort both from the Princes and from the 
represontalives of British India at the Round Table Confor- 
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216. Economic and financial relations.— Before we leave 
ihe problem of yelntionR with the States Ave take this oppor¬ 
tunity tt> refer to developments outside the recommendations 
of the Commission. It is well known that for some years past 
the States haAm been clairning a share in the enstonls revenno 
of the Govenimont of India. These claims Avere presented in 


•Vobimo TT, purs. 237. 



195 * 


consiilerabld detail before the Indian States Committee, whidi 
recommended that an expert committee should be apj^inted 
to enquire into the reasonable claims of the States, or groups 
of States, to a share in the customs revenue, as also into any 
reasonable claims under other heads, and at the same time in¬ 
vestigate the adequacy of the contributions of the States to 
Imperial burdens. Subs,equent to the publication of the re¬ 
port of the Indian States Committee, the claim of the States 
has developed into sometiiiug wider and more comprehensive 
than a request for a share in the customs revenue of British 
India. Tney ask in effect for a survey of the whole field of 
their hnaneial and economic relations with the Government of 
India. 

In Iheii* reporf the Iiidiuii States Committeo rejected 
the cont(*ntii»n of the Princes that the indirect taxation of their 
subjects by meaii.'i. of our customs tariff is ultra vires from 
the })oint of view of international law pnd partakes of the 
nature of a transit duty. Our own exhaustive examination of 
the claims put forward has failed to reveal .any ground on 
which relief can be claimed as a hiatter of right, either under 
treaty obligations or from past practice ; and our broad con- 
elnsion has been that the question is but one aspect of the 
man>-sided problem of the political evolution of India and of 
the future relations, especially the future financial relations, 
between the Government of India and the Indian States. AVe 
have, however, long been conscious that, from the point of 
view of equity, the operation of the customs tariff has pro¬ 
vided the Slates, or at any rate some of the most important 
among them, with what they believe to be a grievance. There 
is the furfhiT consideration that for the reasons anticipated 
in Sir Waller Layton’s scheme, the burdens imposed on the 
Stales through this indirect taxation of their subjects may 
become heavier in the near future. 

217. The need for a solution.—Apart however from con¬ 
siderations of equity, there are now new argiiments of even 
greater* practical importance which in our view necessitate 
an early review of our financial relations with the Indian 
States. In the first place such a review seems to follow in¬ 
evitably upon the proposal that the Viceroy and not the 
Governoj' General in Council should be the sole agent of the 
Crown for the exercise of paramountcy over the Slates. If 
this proposal is approved British India may maintain that 
its omi legitimate revenues should not be called upon to 
defrav tlic expenses of this new relationship. We anticipate 
therefore that it may become necessary to have a completely 
separate ** political ” budget directly nnanced, so far as may 
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be found possible, from the contributions of States and titeii 
subjects, which at present fall to British Indian revenues. 

Secondly, thoug|li we are, as we have stated^ in full agree* 
ment with that portion* of the Statutory Commission’s report 
which, recommends the creation of a Council for Greater India 
lor the treatment, in a consultative capacity, of matters 
ol* ail-lndiii concern, we think that the consultations of such 
a Council would have much more reality and practical useful- 
nesH if the States had a definite financial interest in that por¬ 
tion (»f the agenda wliieli relates to the indirect taxation of 
their subjects. 

'i'he, third and most important consideration is that 
the naiiiral and luirnKniions dev('lopinent of the thuincial and 
economic pyogramine, suggest(ul by the Statutory (.lominission 
ior oxjMVndlng tin* resources of Ib itisli India, w<njld be much 
more elTectively pursued if llie co-operalioii of the States 
could be assured. Sir Walter Layton linsf e\])ressed the 
opinion that, if his proposals are to sncc(‘ed, “ sorin* means 
must be found of harmonizing linancial policy in ibe t wo 
sections of the coimlrv ' 

218. The possibilities of conflict.— In our view the require- 
ments of the future will demand such a liarniony not only 
in the sphere of linaiice and taxation, but also iu sueb mattiM's 
as legislation affecting the conditions of industry. Ifor 
example unless the co-operation of the States can be secured, 
there is a real danger that the absence of restrictive Factory 
Acts may attract industries to the Indian States to the detri¬ 
ment of -British India. In the spliere of finance and taxation 
the need for uniformity of practice between British India 
and the States is becoming increasingly important. There is 
the obvious case of the income-tax, in regard to which a dis- 
paiity of rates may lead to a removal of business from British 
India, a danger ivhicli becomes greater as the rates of income- 
tax increase. Again the development of jjorts in certain 
maritime States has raised questions, which concern not onlv 
our sea customs revenues but also the conflicting thteresls 
of traders in various parts of India. In so far as the customs 
revennes are concerned, avo have taken such action as 
appeared to ns noeossary and justifiable for the ])roteciion of 
our interests, but such measures cannot fail to bo attended 
by friction, controversy, and administrative iiicoiivonieiice. 
and we should greatly prefer an agreed settlement, which 
would remove all obstacles to the natural and harmonious 
development of India’s communications by sea and land. 
Jjastly, if we are in future to develop our financial rcsoiiroes 
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T»y roKoi't 1o ik*\v all-ludia oxci.srs oi' the nalure couleiupiatocl 
hy iSir Walter Layloji, tlie co-operation of the States will he 
estjeiilial. This need can be easily established by a single 
illustralio]!. If the maiiufactiire of matches were to be per* 
mitted without excise restriotioiis iii State tciiTitory, the cv)ii- 
sumptioii of luituxed matches iji Britisli India on a very largo 
scale would inevitably follow, ujkI no system of customs 
barriers could be developed on a sufficiently wide scale at a 
sufficiently reasonable cost to prevent tlint conseiiveiice. 

219. An economic union. —AVe have given this brief state¬ 
ment of an impending problem in order to indicate that, when 
discussion turns on ways and means to hiing about an asso¬ 
ciation bctweeji British India and the States, the matters at 
issue arc not academic. Jni|)or1anl pi\-u*tical considerations 
are involved. The linnucial and rconoinic issues already 
raised betAmui the luo conijioiuMit parts of (Iri'aler India 
necessitate early solution. AVc do not claim to have formed 
decided views. Tlie whole (pu^stion must inevitably be eou- 
sidered at the Round Table Oont'erence, wlien representatives 
of the States and of British India will have; equal oppor- 
tiiiiitios of expressing themselves. AVo can at this stage do 
little more than put forward ceitaiii jmnciples wliich appear 
to us likely to govern the case. 

In the Jirsl place, thcro i-aii Ix' no diminution by tlio 
(lov'orimient of their liglit to l(‘V)' and retain customs iluties 
on all goods imported at British India ports, oven though 
destined for consumption in Indian States. But the Govern¬ 
ment of India can in onr opinion propei ly agree to review the 
pnsilion (til equitable grounds, for tlic reason that llio customs 
revenue and import duties have in recent years come to bear 
a siilislantially dilTcrcnt signiticance to that wdiicli they^ bov(j 
when llie original treaties and ari'angeraeuts with tlie Btalcs 
were settled. 

Secondly, if consent be gi^'on to take into account con¬ 
siderations of equity in a review of the customs situation, it 
should be counterbalanced by a Limultancous review of the 
position as regards the States’ ccutributiou to the cost of 
defence and of other Imperial services, which relievo the 
States of cxpemliture or contribute directly or indirectly to 
their bcnclit. Financial investigat ions would therefore cover 
tlie w'hule held of claims by the States against British India 
revenues, and counterbalancing claims by British India 
against the States. 

When the accounts of both sides have been drawn up, 
some State's may be found to have a credit balaiice ; othei;s 
may be found to be making less than a proportionate coiitri- 
bntion to Imperial burdens. For this reason, no financial 
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settleineiii should be made with individuai States that does 
not have regard to the entire account. Each settlement must 
be an integral part of a general settlement between British 
India and the States as a whole. Further, before any financial 
settlement be entered into, the States concerned should bind 
themselves to the adoption of a iioliey uniform with British 
India, in regal'd to such mattorh as commercial and industrial 
legislation, the level of their excise duties, and th<' rate of 
their income-tax. 'Phe proceeds of such uniform taxation, 
including custom^ duties collected by maritime States at their, 
ports, should bo credited into a c<pnmon pool with a view to 
its ultimate distribution on such equitable principle as may 
be agreed upon, and theie should be full facilities for inspeiv 
lion by an all-India inspectorate staff, in the recruitment and 
control of which the States would have a share. 

In no case would retrospective effect be given to any 
financial settlement or part theieof. 

220. A settlement by agreement.— We 6et out these broad 
principles for general consideration. We recognize that con¬ 
troversial issues are raised, hut the problem is pressing, and 
it is essential that such solution as may be j'eached should 
carry conviction on both sides^ in the Stiit(‘s and in British 
India, that the interests of neither have been iguoreil or 
sacrificed. Jt seems to us that the beat (>ccasioii for leachiug 
an agreement satisfying this condition will be nfioided by 
the forthcoming Round Table Conference, and e recomm^'iui 
that every advantage should he taken of the opportunity. If 
there were to be complete agreement as regards principles, it 
would lemain only in the case of each Btate to Iranslalp those 
jirinciples into terms of a financial settlement. A second 
allornativo, the possibility of which we do not exclude, 
would be an agreement between the representatives of the 
States on the one side and of British India on the other, that 
the whole question of the future financial and economic 
lelations should be referred to an arbitral tribunal, whose 
decision would be accepted as binding on both parties. 

THE HOME GOVERNMENT. 

221. The executive authority of the Secretary of State.— 
In an earlier portion of this despatch we have described the 
constitutional importance attaching to the recommendation 
made by the Indian Statutory Commission that the members 
of the central Cabinet should be appointed by the Governor 
General. We have sought to show in what way such an 
arrangement will affect the relations of the executive with 
the legislatjare, and to suggest how the recommendations 
of the Indian Sitatutory Commission might be developed 
into a working partnership in administration in India. When 
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we proceed to consider more closely liow a ceiiirui Cabinet 
rostiu^^ oil sucli a basis should bo related to authority in 
Mnghmd, wo think that tlie general tenor of the recom¬ 
mendations of Ihc Indian Statutory (.'ommission inv'olves 
that the Secretary of State shall in future exercise ovei* tln^ 
Oovernment of India only a power of siipei'iidendence, direc¬ 
tion and control. We consider it of some importance lo 
place heyond xjossibility of doubt a position which to some 
iiduds may appear obvious, for the “ doctrine of agency ” 
has at times been strongly pressed. In earlier years this doc¬ 
trine encouraged a tendencyfto bring the Viceroy iiilo the 
same relation to the Secretavy of Stale as that in which an 
Ambassador or Minister at, a foi'eign (Muirt stands to the 
Secretaiy 6f State for Foi-eign Affairs, and it was relieci upon 
by Lord Morley in assej-llng for llie Secretary of State the. 
extreme power of giving direct orders to every ollicer in India 
from the (lovelaior General to tlie humblest servant of Gov^- 
erninent in the districts. 

In future, ac<*.or(ling to the recommendations of the 
Indian Statutory Conunission, tlie p(tW('r to appoint the mem¬ 
bers of his Cabinet, alike in provinces and at the centre, 
would rest witli tlu' head of tlie administration. This ap- 
fiear.s to involve that the Governor (o'lieral and Goveryovs 
would conduct the administration with advice from memh<M.’s 
of their (^abinets and under the control, greatin* or less, of 
the Grown. Provincial Cabinets would, save for the over¬ 
riding powers of Governors, and a limited superintendence 



rtitspojJisivG 

Such an 


arrangement in our view would seem to 


‘ preclude the retention by the Secretary ul State of u primary 
power of adminisi ration devolved upon him from the Crown. 
The future constitutional position in the iirosence of execu¬ 
tive Governments so constituted would naturally be that 
the administration would become vested in the Crown, 
and exercisable at the conii c by the Governor General and 
in provinces by the Governor, but subject to .such superintend¬ 
ence and control on behalf of the Crown as might in each case 
be found appro])vinte. The scope of the aiithorily of the J^ec- 
vetarv of State would then lie two-fohl. First, he would ho 
the adviser of the Crown, or, if devolut ion were made to him, 
the first executive authority for matters removed from the 
jurisdiction of the Goveriimeiii of Tntlia. For Instance, the 
original authority for the making of treaties, the exercise of 
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paramouiitcy, the contraction of loans of particular kinds, and 
the recruitment of certain services might vest in the ^ei‘e- 
tary of State. But his duties of this nature would be limited 
to the particular matters, specifically removed from the gene¬ 
ral devolution of authority from the Crown to the Governor 
General or the Governor. Second, the Secretary of State, 
would exercise powers of superintendence, direction and con¬ 
trol over heads of administrations, corresponding to the obli¬ 
gations laid upon them. 

222. The Secretary of State’s powers of superintendence, 
direction and control. —We ha^ already explained how our 
conviction of the necessity for a partnership between Britain 
and India has led us to the conclusion that Parliament should 
consent lo specify this purposes for which alone it will assert 
its authority in the administralion of India. We are accord¬ 
ingly unable to accept wliat we take U) be implicit in the 
*recommendation!ii of the Indian Statutory Conmission, 
namely, that the Governor General in (Jouncil must in terms 
continue to be subject to the undefined control of the Secre¬ 
tary of State, but that in pj’acticc the intervention of the 
Secretary of State should depend very largely upon the atti¬ 
tude of Parliament. In re,L;aiil to piNivincial administration 
we agree that t“ it should no longer be open to the Secretary 
of State to issue orders on matters which are of no concern 
oidside the province itself, other than the limited cla«8 in 
regard to which special powers are reserved to the 
Governor ". We agree also that at the centre the personal 
powers of the Governor General should he placed under the 
unrestricted control of the Grown. But it is implicit in our 
recommendation for a specification of the purposes of 
Parliament that both the Governor General’s special powers, 
and also the Secretary of State’s powers of suporinteudence, 
direction and control, should have no other extension than 
those purposes. 

223. The power of appropriation. —^The disposition of 
executive authority, which we have just suggested, has its 
natural parallel in the field of finance. It implies a corres¬ 
ponding disposition of powers of appropriation. At present 
' the revenues of India vest in the Crown. In theory all appro- 
priatioji is subject to the control of the Secretary of Stato 
in Council and requires the concurrence of the Council of 
India. But rule and practice have brought about a wide de¬ 
parture from the theoretical position. In regard to voted 
expenditure the power of appropriation has pasacd to the 
iegishxtures in India and to the Governors and the Governor 
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re^jarel to uou-voted exj)eJi(liturc is exovciaed 
by the Uovernmeiits in Ttidia. Provincial (lovernments, in 
consequence of the devoluti^ji of authority and the allocation 
of roveiraes made to them, do not require the previous sanc¬ 
tion of tile Secretary of State or of the Council of India 
before approaching their legislative councils for voted supply, 
OK appropriating moneys for non-voted expenditure. The 
•Government ol India, however, are required to submit their 
annual proposals foi' appropriation for the previous sanction 
of the Secretary of State and the (Vnmcil of India, receiving 
for iion-Aoted expenditure authority to make the newssnry 
appropriiitifni, and foi' voted expenditunt what is, in effect, 
pei^jissioJi to obtain wJial siijiply they can from the 
Assembly. This ])osition we regard as adniijustrativoly 
neither necessary nor eonyenicut. If the Governor General 
is to bo made by slatnl(‘ primarily resjauisible foj* His Majes¬ 
ty’s Government in Iiulia with advice from members of a 
Cabinet which he will himself select, tlio power of appropria¬ 
tion should in the tirst instance and by statute lie with him and 
his legislature. This necessity will bo the inor<*. apparent if 
Parliame}il jucopt tlie propvicly and wisdom of defuiing the 
purposes for which it will contnd tin* Government of India. 
For if the interest of the Secretary of State is limited to the 
fiiltilment of these purposes, it would sc'cm unnecessary that 
he should conc(*ni liimself with the details of the Indian 
budget, or that the wiiolc animal scheme of Indian finance 
should be subjected to (Oose and meticulous control. 

224. Methjod of specification of the powers of the Secre¬ 
tary of State.—VVe hav«* already described in this despatch 
certain purposes which Parliament will be interesied to 
secure. It is not possible in the circumstances in which this 
despatch is written to oxploio the wJiolc field. The formu¬ 
lation of precise and exhaustive prescriptions is a matter to 
be undertaken at greater leisure. But our conception of 
partnership demands that’ Parliamentary purposes should 
bo capable of definition. Our argument would, therefore, 
bo incomplete if we did not show that, as we consider desir¬ 
able, specification of the functions of the Secretary of State 
is likely to prove feasible, and if wc gave no indication of 
lines on which it might proceed. We gather that the Indian 
Statutory Commission, although like ourselves they were 
unable to pursue a detailed enquiry, regarded it as not im¬ 
possible that such a definition should be ,made. For they 
make the following remarks ; It may be that fields of 
administration can be mapped out, in which it can bo said 
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witli wailidetteo iliat no question will arise upon which Hie 
Majesty's Oovernment would tool hound to reserve to itself 
the final decision, iiotwithstandiu^ Ihcs agreement of the Oov¬ 
ernment of India and the Indian legislature. We cannot 
ourselves suggest one and are, thci'cforo, unable to recom¬ 
mend any extension of the principles of the ‘ fiscal o-onvon- 
tion ’ Wo ourselves approach the problem from a some¬ 
what different angle, having regaj*d rather to general pur- * 
poses, which must be secured by Parliament in whatever field 
of administi-alion they arise, than to particular subjects 
wliich can he made immune from or liable to l^arliamentary 
intervention. Hnt wo recogniyiC that a demarcation which 
seeks to give to Indian administration tlie fullest reasonable 
degree of freedom from oxlernal coutrol, must, even if it 
starts from br<tad i)rinciplos, (h'scnmd to the consideration of 
particular functions. Tin' distinction will he perhaps more 
clear if we consider the methods by which the necessary 
specification could be made. Tliroe motliods have suggested 
themselves to us, namely positive enactment, statutory rules, 
and some form of declaration, possibly made by the Secretary 
of State and accepted by Parliament. The method of positive 
enactment appears to ns tc^ be unsuitable, because our aim is 
to define the pnrposcjs of intervention in such a way that they 
may be capable of changing as civeumstanoes permit hi the 
direction of greater freedom in thi^ Governruont of India. 
Ulie method of declaration may bo apjjrupriate fur purposes 
of illustration, and in order to set fortli the spirit which will 
animate the ()}ieration of formal provisions. But we would 
not expect if by itself lo prove suflicieut, fur the differen¬ 
tiation w'lucti we seek nmsl, we aiiUcipatc, be placi'd ulti¬ 
mately on a statutory basis, if linlian opinion is to have ade¬ 
quate assurance. Sucli a basis niiglit, as in Ihe xmst, be 
fouJid in statutory rules. W(! do net cui'tomplale that these 
rules would effect a Iriparlite clussincaiion of subjects, 
adding to the existing classification of functions as central 
and provincial a third category of Parliamentary subjects. 
The existing classification proceeds from the assumption that 
all functions of government, with certain exceptions, are 
exercised by anlhoiiiies in India, and arranges these func- 
,lions in central and provincial compartments. What we 
would seidc to do is, wliilc respecting that almost exhaustive 
allocation of fujuciions to authority in India, to deiinie the 
objects for which Parliamentary intei’veutioii in central 
adinmistratioh may be practised, whatever function of 
government may be concerned. It would seem to follow that 
an appropriate method of specification wnuld be to draw the 
statutory rules in a broad and general form with reference to 
the purposes of intervention, and if it were found necessary 
to bring them into close relation to the classified functions of 



203 



1 e Statutory rules. —A f)roco(l('ut for what wo isoek may 

he lound m Iho oxisting rules uudor seotiou JOA of the Ouv- 
eri^ei)f of Iiul'ui Act, rolaxinj^ the powers of tlio Secretary 
of State 1o control the adrniiiisirutiou of triuisfoj’red subjects 
ij) prov'jjices. Those rules ure broad doftnitious of eertuhi 
pui’iJoses of control, and, so far as we are aware, (heir trails- 
latioii into detailed pvnetice lias ],eeu altended with litthi difli- 
culty. Ill the central field, Iiowiwor, wliiidi we are now con¬ 
sidering, the purposes to be secured are more important and 
more pervasive of the admini strut ion. Wo have giv^ui such 
consideration as time permitted to aii exploration of the 
ground to be covered, and in the portions of this despatch 
dealing with central finance and with commerce we have 
explained in some detail the views which we entertain. We 
are not, however, in a position to dr^ft thtj rules which we 
would regard as suitable. Wo can aj; pri^seut do no more 
than suggest categories of interests tii ijje. hopi* timt our 
pbject at this stage, nameh', to show tlpW specification is 
likely to prove feasible, Avill be thm*Gby attained. Tu that 
end, and with a desire to assist th(! fuller investigation 
which we recommend, we sugg(‘st the following :— 

(I) the adminislration of snbjeels entrusted to the 
fSeeietarv of Slafe ; 


(2) the defence of India agaiiisl external aggression ; 

(3) Imperial inieresfs including foreign affaiiv ; 

(4) questions arising between India and oilier parts of 

the British Empire ; 

(5) international obligations, or any obligation arising 

from an arrangement within the Empire, to 
Avhich India is a party, or which is otherwise 
binding upon Tudiu ; 

(6) the conditions of internal security ; 

(7) the financial stability and credit of India, and the 

fulfilment of existing obligations ; 

(8) the protection of minorities ; 

(9) the avoidance of unfair economic and commercial 

discrimination; 

(10) the rights of services recruited by the Secretary 

of State; 

(11) the maintenance of the constitution. 

S120. Intarpretation of the mtefti-^What degree of 
elaboration the necessary rule* would require in order to ce^< 
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lolatu them to particular subjects would to some extent 
(iopeiid on the assurances which particular interests such as 
minorities and established commerce and industry might 
reasonably require, and on the extent to which in practice it' 
might be found desirable to have a more detailed expositioii 
of Parliamentary control. We ourselves would prefer that 
just as the rulcjj uuder section pA wore in provinces trans¬ 
lated into administrative practice without difficulty, so the 
broad rules we propose for the centre should be left to their 
natural operation without any formal elaboration. But if 
such elaboration were found necessary, for instance, in the 
iields of liiiaucci and of commerce, we think that a method 
of description and illustration would be appropriate. Wet 
would deprecate anything (»f the nature of codification, for it 
would in our view l)e iinrortunate if any document in elabo¬ 
ration of the rules came to be looked upon as a digest of 
powers whieh ordinarily must be oxerciseel. The road to dis- 
cojitinuance of control is best laid open by stopping short at 
rules broadly expressed, and by giving to any subsidiary 
definitieni, should such be necessary, a j.)ermissive form. 

227. The Council of India as an independent authority — 
Its financial veto. —If wo have succeeded in establishing the 
true constitulioual position that authority *of administration 
and api)ropriation may bo diix'ctly devolved upon the Governor 
General, aud that I be Secretary of State would then occupy a 
position from which he may (*xorcise .specified cojitrol^ it 
remaius to euquirii whether there is room for a lliird statu¬ 
tory independent authority. There is a strong body of 
opinion in tndia Avhich regards the C’ouiieil (d‘ India as su}»er- 
lliuuis, or even as an obstacle to political advance. Thos(' 
who hold these views might faii'l>' maintaiji that the prin¬ 
ciples on which our proposa].s are based preclude the rotcii- 
lion of the Council. For, they would argue, where Parlia¬ 
mentary pm*pu 80 .s \\ ore involved the Council of Tndia would 
be out of place, and where they wore not involved, it would 
not be neeessai 7 , since the Indian legislature would he in a 
position to protect itself. 

Tlie functions of the Council fall into two classes. It 
tenders advice to the Secretary of State. In certain matters 
it grants or withholds assent without which action cannot he 
taken. VVe shall deal presently with the Council of India as 
aii advisory body. For the moment we are concerned mth 
its posiUon as an authority independent of Parliament and the 
.Government of India, exercising a veto over expenditure and 
over variations in conditions of service. We agree with the 
Indian Statutory' Commission in considering the finandal 
Veto of the Council to he of moment only in regard to non- 
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and for the protection of the mtereste 
01 India against claiins by departments of the Home Govern¬ 
ment. We, therefore, see no justification for the retention of 
tlie veto hi regard to financial proposals emanating from the 
Government of India, and would not favour its continuance 
except for use on occasions when Parliament proposes to inter¬ 
vene in Indian administration. There is force in the observa¬ 


tion of the Statutory Commission that, if military expenditure 
were determined by agreement at a Jixod sum, there would be 
Utile advantage in retaining the veto. We have «;lsewhere 
proposed that supply for defence should he lix(‘d aiul deter¬ 
mined at intervals hy a special i)ioc(‘dnre. If that course 
W’ere adopted, there luighl he lillle necessity Wr nslaining the 
veto of Council. But whatever (he decision may h«i regarding 
approprialioiLs for defence, we w'ould preUn* lhal the in iiiciple 
of arhitration shonhl 1*(‘ esiahlislied, and that dilTerences 
between His Majesty’s (lovernmenl. and the ({ov(!rnmenl of 
India in regard to iion-v()tahle expendilnre-slioiild ln‘ settled 
hy negotiation and, if necessary, ]»y adjudication. We are, 
tfierefore, inclined the view that (he future constilution 
would leave little room for the Council of India as an inde¬ 
pendent anlhoriiy with power over appropriations, and we 
anticipate that any sneli differences of opinion as might arise 
hetween the two Govornmenls con hi be settled in a inaiinev 
more consonant with the freedom, which the Government of 
India may suitably enjoy. 


2*28. The same.—Its control of service conditions— 'fhe 
second function of the ('onncil of India as an independent 
authority is its control over the ruhis goviu'iiing the s('rvicos 
in India. In this regard we observe, first, that ac ording 
Ut the proposals of the r<»inmissioii the seojic of ^ln.s func¬ 
tion will in future be mueh restricted. In the second place 
the concern of the C-onncil of India is with rules altering 
conditions of service, and not with the application of these 
rules to individual cases. Nevertlieles.^, the prolection wdiieh 
the functions assigned to the Council of India have afforded 
in the jaist has heen highly valued hy the services, aim the 
.maintenance of some protection of this kind may c,onsld<‘rabl.v 
affect the flow of recniitment and the peace of mind of those 
still in service in India. We eonsider that the Socjetai-y of 
State will continue to ref pi ire advice iu regard to the seiwices 
and that that advice must bo of a kind whidi will conunand 
service confidence. We do not, however, feel c-ouvinced that 
protection must be given by the existing metliods or that 
merely in the interests of a comparatively small number f>f 
services the Council of India should be retained as an authority 
competent to withstand the \rishes of the Government of India 
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and of His Majesty’s Hoverimient. We would prefer a method 
wherel:^' the Secretary of State in these mailers was Statu¬ 
torily required to consult a body containing tiiose who had 
recent experience of service conditions in India and recog¬ 
nized a convention that their advice would not ordinari^ be 
disregarded. For these reasons, if the alternative suggestions 
which we he\ e made pi'ove to be capable of adoption, wo are 
prepared to see the disappeatnnce of the Council as a body 
independent of Parliament and the legislatures in India. 

229. The Council as an advisory body.—As an advisory 

bod}" ttic Coui'cil of India has appeared to many observers 
to be soniewbatr ineffedivo, and to others to encourage a ten¬ 
dency to do over again at Whitehall work which has been 
done ill India in eloHei rciations to nctnal conditions. The 
Secretary of State is under no obligation to convene the 
Oonncil ofterier than once n mouth, to attend its meetings or 
to acoejjt its advic(‘, and it is generally believed that succes¬ 
sive Secretaries of State have in very unequal degree avail¬ 
ed themselves of the assistance which the Council is able to 
afford. If, as we hope, Parliament is prepared to specify 
the ^uj iiosea of its intorvtmtioji, the Secretary of State will 
require advice in a mijre limited range of subjects than in 
the past, and it is possible that the advice which he would 
require will not always imply the need for Indian experience. 
He wall continnc to stand in need of advice in military mat¬ 
ters,^ Equally important is the advice which he should 
receive in regard to finance. We have already indicated that 
on serx'Ice matters he should have recent experience of ser¬ 
vice eoTiditioiiH in India n])on which he would call. We are 
not, ho\\ever, convinced that the need for advice will justify 
statutmy provision for a corporate body of advisers, and we 
would indeed be inclined to think that the financial advice 
should ]'0 obtained from a special committee smaller than the 
Council, and composed exclusively of persons in close contact 
with the practical fii^nce of the day. But the method by 
which the Secretary of State may obtain advice is not a 
matter with which wo are primarily concerned, and we would 
here only stress the necessity that he should have suitable 
expert advisers in regard to services, finance, and military 
probloriH, find that their experien(*e, wben it is Indian, should 
be recent. 

OKNWKAL RKKirr;i’S. 

230. India a political entity.—So much by way of 

<letaile(l criticism and recommendation tin* time at our dis¬ 
posal has permitted and our duty Ims seemed to us to require. 
In another portion of this despatch we have set out the 
principles which in our view should govern advance. Wo 



have accepted the principles of a growing constitution 
and of an ultimate federation of all-India, and avc have in 
various places described our proposals for a partnership be¬ 
tween India and Great Britain in the ndminivst ration of British 
India. 0))sei'ving scrupulously tiie proiiouuceniculs which 
have in tlie past been mad(‘ on belialf of Parliament in regard 
to the natuvo and pace of reform, and endeavouring to appr<*- 
and pay due rospoel to Ijidian desires, we hav<! nev(t]‘- 
tlieless sulopted no rigid mould into whieb the new eo)isii1u- 
tioii of India should bo forced. At tlu' outset we described 
the demaiid of Indian ])nl)lie opinion in reialion l(j ttie an 
uonnceiiu'id nnule by His Kjccelh'iicv tin: Vieer<»y .uni Governor 
General on (he. .‘51sl ()ej,oh<‘r <leelai‘ing the atlaunnent of 
dominion status to be “ the naininl issiu' of Irulia’s »'onstl- 
Inlional pnigress ”, and recorded oiir opinhui ttiat the 
broadest ^r«‘asons <»!’ .Imperial policy nMuhoed it imperative to 
spare no etVorts, and even to take some risks, in order to 
arriv'e at a constitidioiial solution whicli might caii’v th(‘ 
siihslaniiai assent of n-asonahh* Indian lliougljl. 


The !‘e(<mimcn(lalions of the Indian Staintory Commis- 
Hon as to the pistvineial constitutions, with which*in general 
we agree, represeiil a generous response to the popular 
d(‘mand for provincial autonomy. 'Diey cojitaiii within them¬ 
selves the means of incri'asing adaptati^m to local cirenm- 
Htnnees, and to the wishes of those who will be charged with 
the task of working the constitution lhat the Commission 
have outlined. Our proposals, for the centre, in ampHfica- 
lion of the plan put forward by the Commission, have been 
designed with a double piM‘[)Ose. On the one hand %vo have 
sought to examine the moans by which tlio relations hotweeii 
executive and legislature can be established on a basis which 
offers a reasonable chancy of hai’moiiy in working. On the 
other wo have eiuUiavoured to ])oint the way to action that 
may now he taken to place upon the constitntion the first, 
but definite, iniju'ess of d<»tnini(m status. Tf we read hist»n-y 
aright, it is exactly in this way tinit each and all of th’e 
Dominions have attained to constitutional nationhood. 


Accepting the recominendatioiis of tliii Commission that 
the members of the central (Cabinet should be appointed bv the 
Governor General, wo have drawn what appeared to us the 
coTiseqnoutial iuferouec Hint the exercise of the functions for 
the Government of India, which reside in the Crovv!», .should 
be directly devolved upon the Governor General, and tliat 
therewith should go the power to appropriate ^e revennes of 
India. We think it right to state clearlv that if this 
were (h*ne the Government of India would ho longer merely 
he the agent of the Secretary of Stale. For the first time it 
would possess a distinct individuality. It would, it is true 
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be within specified limits under the control of His Majesty 
Government, but it is of the essence of onr proposals that 
that control should be of such a nature as to establish partner¬ 
ship in place of subordination. The Government of India 
M^ould thou be a distinct entity, capable of acting in domestic 
matters on its own initiative and, within the ambit of its un¬ 
controlled pow'crs, free to pursue its own policy. Vis-drvis 
Iho Dominions and tVoeign coontrios, it would occupy the 
new position which growing freedom in the conduct of 
external affairs would connote. That it would not be an 
entirely inde^iemhuii CbiveiJimeiit is due to circumstances, 
internal and oxbonal lo India, which are geiierallv familiar 
and which Invest the problein with such peculiar difliculty. 
Bill while W(^ are bound to suggest means by wliich provision 
can he made for Ibe pen iod of iiansitioii which must elapse 
befori' Ihe c(nnplet<‘ fiiHilinenl of British purpose, as declared 
in tile announcemenls made on behalf of His Majestj’^s 
Government, we Avonid s(‘t ikj nrtificial or statutoiy barrier 
to the natural evolution we desire lo see. Wo believe that 
the greater pari (>f Indian opinion will be ready to recognize 
the special interests oT Parlinmenl, provided that Great 
Britain on her side is jircpan'd by action to show that she 
does not falter in her desire to invest India with the con¬ 
stitutional status that she seeks, and that her political 
development appears to us lo justify. We would accordingly 
hope that if our suggestions are placed at the disposal of 
the Conference, they may be of some assistance to those 
on whom will rest a Jieavy responsibility, and the result of 
whose labours all who can measure the issues that are 
involved Avill anxiously aAvait. 

We^ave the honour to be, 

Sm, 

Your most obedient, humble servants, 

* (Sd.) IRWIN. 

„ W. B. BIRDWOOD. 

„ G. RAINY. 

„ Ij. OREIRAR. 

„ GEORGE SCHUSTER. 

„ B. L. MITTEB. 

„ EAZL-I-HUSAIN, 

„ J. W. BHORE. 



APPENDIX I. 


Note by the DENTRAii Hoard op Hkvexue on outiTOMs {vide para. 251 
OP Voij. H op the report ob’’ tiie Tnoian Statutory Commission). 


. ■ Revenue Vroapecfs (Cwstoms). 

* t 

Pai’a'grapli 251 ol: VoliijU'- H ol tJfe ivj)ort pu)‘ports Uj doal with 
eentraJ nsAonues iu general, ])ut, ajjail from n passing reference to 
growing iiicomo-tax n^eeipls, Sir Waiter Layl.on's discussion is con¬ 
fined to the cust.oius re^’<‘n 1 |(^ Id if!'-.' ]ia)'itgra])h iu* makes no tiefi- 
nito osllimite of its fntuiT' growth, hvd in paragrapli 289 (page 252) 
he estimates an annual expansimi ol‘ erore, on-the? as^iUInption that 
Burma will bo separated, and that iiopori, duty at existing rates will 
be charged oji imports from Bu'mr. We propose to dis;iuss para¬ 
graph 251, first of .all. without refeiejn - iu t.he efTe,-i .,f separation. 


2. Hif' WalUiV l/fiytoTi iiegin;. {>> r’.-re'‘ring t<» the effect of mon¬ 
soon failure'; on tliO re/enue. Ih- iiien refers to certain f)rojccl>s which 
.should iiavc a. slnvuiLaling off; i •’*' ijiioies ccrlain figurc-S exempli¬ 
fying rocoiit growHi of trade, a; <1 ‘leduces th.at expoJision will'bo 
more rapid ’n rntnre lb- fc0.r.><d4 a note of warning fs rngardfi 
the existing tariff' wliieh he Uiink.-. in;,.;/ p.e aiiuve tlie point of '' <iimi- 
nishing returns ” (;n -soj!.-’ ailict .liv! re-fors {inii''y to tlio depress¬ 
ing effect of hif?]< protective dKif's '’n ihe eovenno. We propose to 
eonsidor :— 


(1) 


liow far ih' hjntro:, wly n Wali-o' ha;, 
reliable. 


(o, (pa'ic-- are 


(ii) TIow fax* the eoncln.a»iii.', ’.vhiiiii he draw.s from these 
figuro^s and fnnn otlier eons;ider|,tions are .justified. 

{Hi) To what items rve eai: r^•^JS^ 'mbiy iook for expfai.si(»n and 
to what extent. 

(m?) What factors are likely to interfere with normal growth. 

jVe propose to deal with the advisability of reducing s(»me of out 
rates of duty in a separate note, 

- 3. The only figures Sir Walter Layton has quoted in support of 

his views are those at the foot of page 221, which are taken from the 
Beview of the Trade ef India for 1928-2# published by the Director 

V . 
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General of Commercial Intelligence. The table from which he quotes 
is the following :— 

(In orores of 



1913- 

l“- 

1920- 

21. 

1921- 

22. 

1922- 

23. 

1923- 

24. 

1924- 

25. 

1925- 

26. 

1926- 

27. 

1927- 

28. 

1928- 

29. 

Imports 

183 

142 

124 

138 

120 

137 

143 

1.56 

181 

190 

Exports 

244 

! 

■ 172 

182 

214 

240 

260 

246 

228 

1 

248 

260 

Total trade in 
merchandise, 
excluding ro- 
exports. 

427 

314 

306 

352 

360 

387 

389 

384 

429 

1 

450 


In this table the value of imports (and exports) for each year is ex¬ 
pressed on the basis of the declared values for goods under the same 
head for 1913-14, so that the table compares the volume of trade in¬ 
stead of its total value. It would be a very laborious task to attempt 
to check all the Director General’s figures, which only purport to be 
rough approximations, but we have worked out, independently, esti-^ 
mates for the 1923-24 and 1928-29 imports based on 1913-14 prices. 
The method we have adopted is to divide the Trade Returns into two 
sets of heads : 

(a) Those for which quantities are recorded for all three years 
1913-14, 1923-^, and 1928-29 ; 

(&) Others. 

We have calculated values on the 1913-14 basis for each important 
head under (a) for each of the years 1923-24, and 1928-29, and have 
then compared Ihe resultant totals for (a) with the actual recorded 
values and reduced the actual totals under (it) in the same ratio. 

4. The following table compares the results of our calculations 
with the Director General’s figures :—' 


_ft_ 

1913-14. 

1923-24. 

1928-2P. 



Crorea. 

Crores. 

OOTM. 


■(o) 

128 

168 

104 


(6) 

56 

70 

1 89 

Aetnala .. ..' 






^ Total 

183 

228 

263 

i 

r(o) 


84 

117 


(6) 


38 

64 

Beenlta on 1913-14 basis 

< 

I 





Total 

183 

122 

181 

Director General’s resnlts on 1913-14 basis 

... » 

183 

120 

190 
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These results, reached independently and possibly by 
methods, are in sufficiently close agreement to justify reliance on the 
Director General’s figures to the extent that we may assume (o) 
that the volume of trade has increased since 1923-24 by about ^ per 
cent, to approximately pre-war level, (b) that the rise in these siat 
years was continuous, and (rl that it was most rapid between 1926-37, 
and 1927-28. 

6. The existing projects which Sir Walter Laytoa-considers will 
provide an additional stimulus to the import trade are, (a) irrigation 
schemes, (6) railway extensions, (c) road improvements and exten¬ 
sions, and (d) construction of harbours. In the present State of 
world-markets, with almost universal over-px'oduetion of agricultural 
products and vei’y low prices, it seems doubtful whether the bringing 
of additional areas undei’ ciillivation is likely to make for any great 
improvement in the import trade. The value of India’s exports of 
“ Grain, pulse, and flour ” has fallen from bii erores in 1924-25 to 
34 erores in 1928-29. In fact it! we take ne.ti values {i.e., after deduct¬ 
ing the value* of imported grain) iliere was a difference of no less 
than 41 erores. With this difficulty in marketing it seems highly un¬ 
likely that increased production of gi'ain in India will .stimulate im¬ 
ports. The demand for T»idian cotton or oil-seeds‘has shown no ten¬ 
dency to increase in recent years, and everything seems to point to a 
long series of lean years for countries whose exjmrts are mainly agri¬ 
cultural. 

6. We undei'statid tJmt the present railway programme is normal. 
That is to say that it musl be treated as one of the ordinary factezs 
in the growth of trade, and not likely to be any more effective in the 
next ten years than in the past ten. It, does not constitute a reason 
for anticipating a more rapid growth than in the immediate past. 
Road improvements and extensions will necessarily have a direct effect 
on our revenue from cars, tyros, and jjetrol, but improved internal 
transport facilities can do little to stimulate trade so long as the 
external demand for agricultural products remains weak. The con¬ 
struction of new harbours should havti a slightly stimulating effect, 
but it must not be forgotten that they will very largely be sharing in 
the trade of existing harbours at the outset. 

7. We now turn to the inferences to be drawn from the figures 
which Sir Walter Layton has quoted from the Review of the Trade of 
India (paragraph 4 above). lie assumes without further investiga¬ 
tion that the volume of trade will continue to grow, and ignores cer¬ 
tain very important considerations, T1 3 first of tiiese is that it is 
onl^ the revenue from specific duties which is directly proportional to 
the volume of trade. For ad valorem duties we have to look to the 
value and not to the volume. We have also to remember that our 
import trade includes a large proportion of duty-free goods. We pro¬ 
ceed to examine our import revenm; in more detail, and for this pur¬ 
pose-we propose to omit— 

(o) Salt, 

(b) Government Stores, 

(e) Kerosene and Petr<d. 

vt 
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Our reasons for excluding kerosene and petrol are that it is useless 
to consider the import, and excise duties separately. We shall, there¬ 
fore, deal with them together in a later paragraph. 

8. In the following table we show how our revenue was derived 
in 1923-24, and 1929-30. 



1923-24. 

1929-30. 


Lakhs. 

Lakkk 

Duty op ftQTcrnment stores 

55 

67 

Duty on kerosene and petrol 

114 

181 

Specific duties (revenno) .. 

78.3 

1,422 

Specific duties (protective) 

247 

241 

Ad valorm, duties ■- 

.. 1,979 

■2,194 

Total i]iij>ort duties (excluding salt) 

.. 3,178 

J.092 


It is instructive to compare this table witli tlie following table which 
shows the values under the various groups ;— 




1923-24. 

1929-30. 



Lakhs. 

I.akbs 

OovomincDt sl.orc.'? 

. • 

957 

891 

Kerosene and petrol 

• ff « 

442 

618 

Goods liable to tiuties 

.. 3.684 

4,012 

Free gootis 


.. 2,829 

3,4.39 

Goods liable to ocl 

ahrtyn duties . 

.. 45,^>9r> 

r>,877 

Total .. 

.. 

.. 23,(508 

34,837 

The -iV < f 

,'•39 laklis in 

.speeilic dutic'j (revc 

U'li:) is Ilf)- 


douhtedly dui' almost ciitii-ely to the fall in prices. Super jiloiie ha;^ 
contributed 537 iaklis to\.'ards this figure, tobacco is re.spcrsihlo for a 
further fiO lalJis. .oai liunor foV'2S Jakjjs. Sugar ha.s re.-ch ';! a very 
low price-lovr] tiiui ';iis ny.'ntly been ,subjected to an /iddif ioual duty. 
A siibstaidia! portion oL' the incioasc under tobacco i.-’ 'Jia' to the 
raising of ihc rari; on uiiiiifinufaeturcd tobacco. At the old rate the 
1929-30 revenue u'oidd li.ive been .35 laliLs lf's.s. Prices i'.rve fallen 
con.sidcr.'-biy :j!:d .nv ruvl likeiy to tail much more, so tbai -..’o caunot 
look for much additi(»ri;d revenue under, eftis head, fu a)iy case the 
tobacco revenue will have to be considered in conjunction with the 
tobacco excise, if introduced. There has been no steady ri.so in the 
liquor duties. The following are the figures for the la.st eight 
years ;— 


Lakhs. 


1922- 23 

1923- 24 

1924- 25 

1925- 26 
192(b27 

1927- 28 

1928- 29 

1929- 30 


235 

226 

250 

254 

261 

256 

252 

2.54 













The additional indirect taxation on liquors imposed by the proviaeaa 
has served and will continue to serve to prevent any substantial i»- 
erease under this head. It cannot, therefore, be said that recent 
figures suggest any substantial improvement in our revenue froai 
tpecific duties. The newer specific protective duties will no doubt 
secure additional revenue at first, but eventually lliey are bound to 
lead to a reduction, if the protection achieves its aim. 

10. It is very significant to note that, although ad valorem duties 
have increased by nearly 12 per cent., the value of the goods on which 
they are assessed has only risen by a little more than one per cent. 
This reflects the reduction in the trades in cotton yarn and piece- 
goods on which rates of duty were low, and a eormponding increase 
in other trades, particularly motor vehicles. Nearly half the increase 
m the revenue from ad vadorem dnti(fs is 'accounted for by the trade 
in motor vehicles and accessories. We shall revert to this point later. 
"We will merely emphasize here that in 1929-30, apart from motor- 
vehicles and tyres, India has {ictually spent less on imported goods 
assessed ad rulorcm than in 1923-21. The Mnall increa-;** in the 
revenue is due to the cliaugo iu distribution among commodities, a 
tendency which is not likely to dcvclo]) much further. The fi{?ures, 
therefore. }>ivc lui ground for anti'Ojiating a steady increase in the 
future. 

11. Tt seems to us that in order t(t ihake any forcca.st for the 
•future, on tlio basis of past experience, what we have to look to is the 
amount of wealth that has been avaiUibh* for the i)urehase of imported 
commodities, that is to say the total duty-paid value of imported 
goods. In the following table are displayed figures for ten years 
which we consider highly significant. They iniilndc all merchandise 


except Government stores and tn'asure. 

Value 

Duty 

Total 

• 

erorea. 

erores. 

•toros. 

1920-21 

333 

23 

356 

1921-22 

265 

28 

293 

1922-23 

231 

34 

260 

1923-24 

227 

32 

259 

1934-25 

245 

38 

283 

1925-26 " .. 

226 

38 

264 

1926-27 

230 

39 

269 

1927-28 

248 

39 

287 

1928-29 

Cl 

41 

293 

1929-30 

239 

41 

280 

It cannot be said that 

these figures contain any 

evidence of a steady 


rise ..in purchasing power. Nor do the figures for our expox*t trade 
furnish any very great encouragement. For the last seven years tiie 
volume of the export trade has remained at about pre-war level (see 
table in paragraph 3), and the total value of exports has fallen from 
149 erores in 1923-24, and 385 in 1924-25 to 330 in 1928-29, and 811 i« 
U29-30. 




12. We have examined the returns carefully to see if there are 
any trades, particularly trades of recent "growth, which hold put prot- 
taise of continued and specially rapid increase. Our revenue from, 
cinematograph films is still only 5 lakhs annually and its growth haa 
hem retarded by the increasing proportion of films made in India. 
The only promising trade of any magnitude is the trade in motor 
vehicles, accessories, and fuel. Our revenue from these trades is dis¬ 
played in the following statement :— 

(In lakki of Rupees.) 



1923-24. 

1924-25. 

1925-26. 

.926-27. 

1927-28. 

1928-29. 

1929-30. 



Ks. 

Rs. 

Rs. 

Rs. 

Rb. 

1 

Rs. 

Rs. 

Motor* vehicles 

78 

8.6 

118 

123 

ll2t 

13.6 

181 

Tyres 

29 

28 

46 

39 

sot 

33 

37 

Feted (excise) 

«5 

79 

77 

96 

121 

ir>5 

232 

Feted (customs) 

• * 

• • 

•• 

•« 

■’ 1 

. .. 

19 

Total (motor trades) 

172 

192 

241 

268 

263 i 

323 

469 

Less one-third of pet¬ 
rol duties credited 
te the road-fund 


1 

• 




99 

Not 

•• 


•• 



•• 

367 


13. ‘hangesin the rates of duty, falling prices, and the erection 
of assembly plants in Bombay tend to disguise the n',al growth of the 
trades. The figures for tyres, inoret)ver, are affcoted.by the much 
greater durability of tyres produced during th<; past three or four 
years. The consumption of petrol is the fairest indication of the 
growth of these trades. The rate of duty w'as lowered from six annas 
to four annas from 1925-26, and again raised to six simas from 1929- 


At the t'oui‘ anna 

rate the revenue from pttrol 

Ijakhs. ^ 

would have 

Per entage 
increase. 

• 1923-24 

44 


1924-25 

53 

20 

1925-26 

77 

45 

1926-27 

.. ’ .. 96 

25 

1927-28 

.. 121 

26 

1928-29 

' .. .. 155 

.28 

1929-30 

.. 199 

28 


* Thfoe figures arc approximate. The Rerenue Returns do not separate motor 
v^ifoles and accessories assessable at 16% from other vehicle*', and accessories shoflaify 
ASSMsed. The Trade Returns, on the other hand, lump together all motor aooewoiisir 
srbether assessed at 16% or at 20%. 
t DhtyieductsdfKmi3Qto20%. 

I Duty on pnenma^ tyres iMneedto 16%. Previous figurm for pneumatfo tyveg 
esty. 
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These figures luggeirt an increase oi 28 per cent, in the petrol rev^iit 
annually. 

14. Jf we take the 1929-30 nett petrol revenue at 2 crore% tha 
figures for the next ten years at this rate of increase would be— 


lakhs. 

1930-31 

. • .. •• .. 256 

1931-32 

., 328 

1932-33 

418 

1933-34 

.. 534 

1934-35 

..680 

1935-36 

.. 858 

1936-37 

.. 1,080 ' 

1937-38 

.. 1,382 

' 193H-.39. 

.. 1,770 

1939-40 

.. 2,260 


f.«., pZtfcv 2,060 

with half these amounts accruing annually to the road fund. This 
estimate is undoubtedly much too high ; w<?, therefore, give below an 
estimate based on an annual increase of 15 per cent. It is, we suggest, 


* ible t(» 1ak«’ a {M'rceritage iiKjrftase pach yeav ratlier than a fixed 

amount sinpc the pxpenditurf on roads will grow with the nett re- 




Lakhs. 

1930-31 


230 

1931-32 


274 

1932-33 


305 

1933 34 

. . 

:'.47 

1934-35 


308 

1935-36 


458 

1936,37 

* • 

529 

1937-38 

« ■ ■ • 

605 

1938-39 

• ■ • • 

695 

• 

193940 

. . 

800 

i.e., plus 600 


15. Cars are imported partly in replacement of cars scrapped. 

If we assume that the proportion of vehicles imported to those scrap¬ 
ped is constant, the number imported in any year should be roughly 
proportional to the^ increase in the petrol consumption, which again 
is assumed to be proportional to the consumption in the previous year. 
Tyre consumption should also be roughly proportional to petrol con* 
sumption, so that bv 193940 we should be getting four limes (131 + ^ 
37) lakhs i.e., an additional 504 lakhs which with the 600 lakhs en 
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^trol give a total of 1,104 lakhs. Sir Walter Layton credits Bnmaii 
consumption with 25[215ths of the present petrol excise. Applying 
this figure, which appears i*easonable, to the total that has been arrived 
at above, we obtain for India, excluding Burma, an increase of 976 

lakhs. 

16. The above estimate is baced on the very arbitrary assumption 
that we shall have an average annual increase of 15 per cent, in the 
petrol consumption. We have suggested reasons why a percentage 
increase is more likely than a fixed increase, but we may compare our 
result with that of an annual fixed increase of 44 lakhs which repre¬ 
sents the difference (at 4 annas a gallon) between the 1928-29, and 
1929-30 receipts. This would give us in ten years an additional 
revenue of 440 lakhs from petrol. A similar increase of 220 per cent, 
on cars and tyres would give us an additional 370 lakhs, ix,, a total of 
810 of which the share of India (excluding Burma) would be 716 
lakhs. 

17. Wo have still to considt-c (lie kero.sene duties. The following 
table slioHs the revenue for the nasi seven years :— 


V 

r- 

! 

1923-24. 

1924-23. 

.. . 1 

1 

392r.-2«. 

1926-27, 



1929-30. 


Rs. 



Rs. 

Rs. 

Rs. 

Rs. 

Customs .. 

102 



102 

149 

163 

164 

Excise 

93 



lOS 

97 

92 

08 

Total 

197 

212 

I 225 

j 

207 

I 

' 246 

I 

265 

262 


There has be<!n an annual increase of approximately 11 lakhs, almost 
all derived from customs revenue. This i.s equivalent to an increase 
in annual consumption of 7 million irallons or, say, 6.2 millions in 
British India alone. The increase in consumption in British India 
between 1913-14, and 1928-29 was 51 million gallons, an -average of 
8.4 millions annually. A fair estimate for the future would be 5 
million gallons' per annum, and if it is decided eventually to equalize 
the excise and customs rates of duty (say at 2 annas per gallon) we 
njay take 10 million anna.s, i.e,: 61 lakhs, as the average increase for 
tte next ten years, i.e., about 62 lakh.*i increase by 1939-40. 

18. To summarize, we suggest the following as likely increases in 
customs revenue, including the two excises which are classified as 
wwtorns revenue ;— 

Croreg. 

b*rom kerosene .. .. ,, 0.6 

From motor and allied trades (including petrol) 9.8 

Prom other sources . .. ^ . nil. 


Total 


10.4 
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If the oBuittptiott made in paragraph 16 is given preference over that 
ki paragraph 15, the estimate will be reduced to 7.8 crpres. 

19. There remain to be considered the effects of extraneous in- 
fluenees on the revenue. The most important of th®e are— 

(a) ,Scanty rainfall, 

(b) DecreavSed purchasing power resulting from other forms of 

taxation, 

(c) Political unrest. 

The motor and allied trades are among those least likely to suffer fi'om 
any of these influences, and we believe our estimate to be cautious 
enough to provide for risks under the first two heads, 'The third head 
must necessarily remain an unknown quantity. Our estimate for 
kerosene also errs on the cautious side and may, we think, be accepted 
as allowing for sot-backs. Similarly, we shall not be unduly timid if 
we assume no decrease under the customs rt'vcnues. Serious political 
disturbance?* may, of course, completely upsei these ealculations, but 
they should n(jt do so unless they are so serious as to alter radically 
the system of government' for ^ch^cll these; financial arrangements are 
intended to pro\ idr. 
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APPENDIX II. 

BxTBAOT from a NOl’E BY THE SENIOR MeMBER OP THE CENraAL BoABD 
OF Revenue on the lowering of the taxable minimum, and 

STEEPEa^ING the GRADATION OF INCOME-TAX. 

p * i: -i * * 

4. Lowering of taxable mininiurn. — {Paragraph, 267). Sir 
Walter Ijayton suf^gosts that the exemption limits both for income-tax 
and super-tax (Its. 2,000 anti Us. OO.OOO. respectively) are, too high 
and should be lowered, but has made no specific recommendation. The 
exemption limit for income-tax was raised to Its. 500 in 1886, to 
Rs. 1,000 in 1903, and Rs. 2,000 in 1919. I do not suppose that any¬ 
body would propose that the limit should be placed lower than 
Rs. 1,000. If it were proposed to lower the exemption limit, it seems 
to me that it would difficult to resi.st a demand, which has been 
made even undpr existing conditions, that allowances should be given 
for wives and children. As the Taxation Enquiry " Committee 
observed, practically every taxpayer in India is married, whereas in 
England there is a large number of unmarried persons of both sexes 
who pay income-tax. With reference to Sir Walter Layton's sug¬ 
gestion tiiat the exemption limit for ineonie-tax in India is high, tlie 
absence of any allowance for wives or children or for earned income 
must not be overlooked. As a nyitter of fact, for a married man, 
even without children, the exemption limit in England (£225) is 
higher than the exemption limit in India. The exemption limit pro¬ 
posed in the draft Ceylon Ordinance, il, i.s interesting to note, is 
Rs. 2,400, and it provides for a personal allowance of Rs. 2,000, an 
allowance of Rs. 1,000 .each for wife and family (whatever the num¬ 
ber of children), and an earned income allowance of l|5th of the in*, 
come, subject to a maximum alhiwance of Rs. 4,000. I presume that 
the economic conditions in Ceylon are not so very different from those 
in India, though probably the general standard of wealth is highe--, 
■). It is also worth mentioning that although the assessable limit 
in the ease of a single pei'son is somewhar liighcr in India than in 
England, the percentage taken as tax of the lower incomes in India, 
if I may rely on the tables at the end of the draft Ceylon Ordi- 
nance, which were prepared by an expert from Somerset House, is 
actually higher—and a great deal higher—in the case of earned in- 
edmes in India than in the United Kingdom, even if for the purposes 
of comparison unmarried persons in the United Kingdom are taken. 
The table shows the following jiercentages :— 

Income—all earned. 

British India United Kingdom . 

(all classes). (singto p3csons) 

Rs. Rs. 

IneWe Rs. 2,400 62.5 20 

Income Rs. 2,500 65.16 28.33 

Income Rs. 3,000 78.13 70 

Even where thfr income is all unearned, the tax on an income of 
Bs. 2,400 for all classes of'aasessees other, than conapanies and xer 
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ffistered firms, is lis. 62.5 iu India against Rs. 60 for a ainiT^e perBon 
tt ma United Kingdom. 

6. The objections to introdncii^ allowances for wives and «bild- 
ren in India are obvious. As dready stated, they would be a4* 
miasible to the vast majority of indmdual tax-payers, and, therefore 
very costly. Great difficulties would arise in applying such a ayatmn 
to the Hindu undivided family. Tt would probably be necessary to 
give it a higher exemption limit. There would be much more room 
for fraud in connection with these allowances than in a country with 
a highly developed system of registration of marriages and births. 
To ehiiek such frauds, “ inquisitorial investigations” into the domestic 
ifFairs of assessees would be necessary. These.would causie much 
work and intense friction. It is highly desirable to restrict the body 
•f disputable facts on which the Income-Tax Officer is required to 
pronounce -a decision, but it would be tiuite unsafe in present mr- 
cumstauces—in a large number of cases—^to admit an assessee's claim 
that he had ^ certain number of children without proof, or to accept 
evidence on such a point without verification. This is probably why 
in the Ceylon Draft Ordinance a flat allowance for a family irrespec¬ 
tive of its size was proposed. That would of Course get over the diffi¬ 
culty to some extent, but in a rather rough-and-ready manner; 

7. Steepening the gradation between Bs. 5,000 - and 
Eb. ifiOfOOO—{Paragraph 267). Sir Walter Layton says that there 
is considerable scope for the steepening of the progression of the 
rate of tax on incomes between Its. 5,000 and Rs. 1,00,000. We 
•riticized a similar proposal of tin* 'faNation Eiuiniry Committee in 
eur note, dated 25th December 1025. VVe there pointed out the 
objections to imposing additional taxation in the particular zone that 
the Committee’s proposals aficcted. nanu'lj', that including incomes 
between 1.5,000 and 20,999, at all events’ unless simultaneously an 
allowance were introduced on account of earned income, since most 
earned incomes (salaries and professional incomes) fall in that zone, 
and incomes in that zone are mainly salaries or profes.sional earnings. 

8. At present the income-tax gradation stops at Rs. 39,999. All 
incomes (»f Rs. 40,000 and over pay the maximum rate ; at present 
one anna and 7 pies in the rupee. Sir Walter Layton apparently 
proposes both to steepen the present gradation from Rs. 5,000 to 
Ite. 40,000 and also to continue this rising scale of rates up to a lafeh. 
The maximum rate of income-tax v ill thus be very much higher than 
at present and the present maximinn will be reached somewhere be¬ 
low Rs. 40,000. Simultaneously, the super-tax limit is to be lowered 
to, say, Rs. 30,000 or even Rs. 40,000, but the rates of super-tax <m 
TEi,comes exceeding one lakh are not to be increased. There will, it 
seems to me, be difficulties about companies and firms. If the maxi¬ 
mum rate of income-tax, whatever it may be, is imposed on all com- 

f anies and firms, there will be a large increase in the ifumber of ro¬ 
unds owing to the extension of the gradation. If the maximum 
rate is not so imposed, it woiild be necemry not only to give refund 
in some cases, but also to make supplementary ^essments in others, 
for example, on shareholders in companies, a most und^irable eomp^ 
On the other hand, it may not be thought desirable .jio tmpbi» 



additional taxation on the undistributed profits of companies, at att 
events ; and objection would, no doubt, be raised to imposing (though 
subject to refund) a very much higher rate of tax than the present 
maximum on petty firms including all whose income exceeded 
Rs. 1,000. Even at present rates we have been attacked on tibia 
ground, though not always with understanding. 
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appendix III. 

liSTlMATES ACCORDING TO SiB WALTER liAYTON^g BCnilMIii. 


Statement I. 


Central Government. 


— 

Budget 

1929-30 

(including 

Burma). 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Burma) 


Central RovenneJ— 





Castoms 

51-22 

47-91 

.W-lVIffl) 

(a) GrovtJa o( 

Income-fox 

16-60 

14-75 j 

1 

!4*00(A; 

revctiuo ^7-60 

IjO.«s of reve- 
m-c Cl) in- 
reien liquor —1-50 

(b) Oio'.nh Ilf 

Salt 

e-3S 

G-OO 

! * 

1 

1 

revenue -f6-0© 

'Frausft,'- 

provinnes .. —<i«00 

Commcrcirtl stainj^s 

• 4 


2-(X)(c) 

(cj I'lie estimate ii 

OtHcr tax<s 

M9 1 

! 

I-Oi; i 

1 

i I'ijy 

tJu' Ofxly of the re- 
pos-t i? 1 • 50, but 

Total tAXt-fi .. 

75-30 

69-75 

71-0!) 

ti" hguro given in 
the lahlc Oil paire 361 
Is-! 9-00. 

Raihira.Ya (net) 

6-25 

( 

6-00 

6-00 


Opiom (net) 

2-35 

2-r5 

• 


Onnoncy and mint 

2-35 

2-S’; 

2-35 


(net). 





IMbntes from Indian 

•74 

•74 

•74 


States 





Otter reoeiptfl (net).. 

1-17 

117 

1-32 


Total 

88-22 

82-36 

8) >60 
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— 

Budget 

1920-30 

(including 

Buni\a). 

1929-30 

(excluding 

Burma). 

1940-41 

(excluding 

Burma). 

: ' 

Center expenditure— 




1 

Defence (net) 

•i.'i 10 

i 

; 52-10 

1 

45-00(dl 

(d) Saving of 7 orores 
anticipated. Of 

this 3 orores will be 

Debt cbarKeR (net) .. 

1 12-14 

10 14 

10-14 

absorbed by the 
growth of civil ex- 

Civil adminietration 
(net). 

um 

10-20 

13-00(if) 

penditnre. 

Lon on post office, ir- 

•3!) 

•39 

•33 


ligation, and forests 





Cost of collection ,. 

3-32 

312 

3-12 


Civil -worbs (net) 

2-41 

2-41 

2-41 


Pensions .. .. 

2-78 

2-48 

2-48 


Other expcndituTo 
(net). 

•52 

•52 

•62 

1 

1 

j 


Surplus from separa¬ 
tion of Burma. 

1 

100 

1 

1 


Surplus .. 

tc 


4-60 1 

i 


1 otal 

88-22 

82-36 

81-60 
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Statement n. 


Provincial Estimates : 1939-30, 


— 


Madras* 

s 

S 

c 

B5 


P 

Punjab. 

• 

O 

m 

Ph 

o 

» 

a 

1 

Total. 

Hevenuf. 

I^nd revenue 


6-21 

6-12 

3-24 

7-10 

2-82 

1-75 

2-46 

1-24 

29-98 

Bxciee 

• • 

6-64 

3-89 

2-26 

1-37 

1 .30 

1-90 

1-28 

■64 

18-17 

Stamps 

e « 

2j36 

1-77 

4-22 

1 70 

1-21 

Ml 

•75 

•22 

13>63 

Registration 

* 4 

-.37 

•12 

•41 

•14 

•09 

•18 

•08 

•03 

1-42 

• 

Scheduled tax^s 



•21 

18 



•• 

• a 

• • 

■39 

Total tuxes 

« • 

14-68 

ll-ll 

10 30 

10-40 

6-12 

4-94 

4-66 

2-13 

63-64 

Forests (net) 

« • 

•10 

26 

14 

•24 

04 

•01 

m 

m 

M3 

Irrigation (net) 

• 4 

■23 

— 4*2 

Ot 

•09 

3-09 

-•05 



2*21 

Other eources 

» • 

1-38 

3 IS 

1 ov 

103 

2-27 

•82 

HHHi 

•26 1 

10-24 

Tidal 

•• 

16-39 

H-l'J 

nil 

11-76 

10-82 

6-52 

4-83 


77-12 

Expenditvre. 

Land rovenuo and 
general adminis¬ 
tration .. 

2-83 

1 

2-07 

1-91 

2-46 

1-59 

1-02 

1-04 

•60 

14-32 

Police 

» t 

2-01 

1 79 

2-17 

1-76 

1-22 

•86 

•62 



Jails and justice 

• « 

1-33 

•99 

1-49 

M6 

1-07 

•62 

•44 

•17 

7.27 

Debt 

• • 

1-01 

2-06 

— 01 

•63 

•22 

*02 

1 

-•06 

-01 

3-43 

Pensions .. 

• « 

•70 

•71 

•80 

•64 

■36 

•so! 

•23 


3-86 

Education 

• « 

2-69 

2 11 

1-A8 


1-75 

•92 

•59 

•33 

11-91 

Medical and pubho 
health . 

1-14 

•91 

m 

1 

j -68 

•81 

•64 

•21 

•22 

6-81 

Agriculture and indus¬ 
tries 

•66 

•33 

•41 

•64 

•73 

•28 

•23 


3-28 

Civil works 

t • 

2-41 

1-64 

•98 

•62 

1-84 

•83 

•87 

•76 

9-86 

Other 

• • 

1-46 

•90 

•96 

•66 

•62 

•49 

•34 

•23 

666 

Total 

e a 

16-64 

14-41 

11-19 

11-08 

9>77 

6-87 

4-64 

2-70 

76-1C 

Surplus -f 

s • 

• • 

* * 

• • 

+ •68 

+1-06 

• • 

+ •29 

• 

+ l*0S 

Deficit— 

• • 

—16 

—28 

—08 

• m 

• » 

I—36 

• • 

— 14 

• • 
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Statement m. 


Provincial Estimates 1940-41. 


* 

Madriw. 

Bombay. 

I 

Pi 

0 

Punjab. 


9 .; 

d 

1 

1 

JtefvemK. 






I 




Revenue as on pre¬ 
vious page 

16-39 

14-13 

IMl 

11-76 

10-82 

1 

5*62 

4-83 

2-56 

77-12 

Iftcome-tax on per¬ 
sonal incomes (el).. 

•87 

1-65 

1-64 

•66 

•63 

-40 

•29 

•10 

6-00 

Ssrobarge on income- 
tax (u) .. 

•46 

•89 

■66 

•32 

•27 

•18 

•16 

•07 

3-00 

Incomc-tWx on s^ri- 
cultural income (ft) 1 

■90 

•60 

•90 

•90 

•70 

•40 

•40 

•30 

6-00 

Terminal taxes (e) .. 

1-46 

•66 

1-63 

1-67 

•73 

M8 

•49 

•28 ' 

] 

8-00 

Provincial fund (c) .. 

2-66 

M6 

2-S7 

2-74 

1-28 

2-08 

■86 

•46 

1-1 00 

Total 

m 

18-89 

18-81 

17-86 

14-33 

9-76 

7-03 

3-82 

ii3-ia 

Ex})enditvfe. 

Expenditt;ro as on pre¬ 
vious page 

16-54 

14-41 

1M9 

11-08 

9-77 

6-J<7 

4-54 

2-70 

76 10 

Surplus 



7-62 


4-65 

3-89 

2-49 

M2 

37-02 


(а) Bisfcribntion based on income-tax on perHOUsl incomes in 1928-29. 

(б) Gue.?s work. 

(c) Distribution based on population. 

(d) Jt is assumed that loss of rovonue due to transfer of eomniercial stamps 
(1 • 60) will be covered by the additional excise duty on Foreign Liquor. 

(c) It ia assumed that normal growth of revenue will cover normal growth in 
eKpenditure. 
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APPENDIX V. 


Duty on foreign ijquor (vide para. 291 op the Bepobt op thb 
Indian Statutory Commission). 

Sir Walter Layton's proposal is that the Government of India 
should levy an import duty of 30 per cent, ad valorem on all foreign 
liquors, and that it should be open to the provinces to levy such adat* 
tional excises as they wish. The practical implications of thii^ and 
of similar proposals which involve handing over the taxation of 
foreign liquors to provincial governments have been examined and 
there appear, prima facie, to be a number of obstacles in the way of 
any successful arrangement on these lines. 

* 

2. It is an essential feature of the proposals that the provineial 
governments should be free to adopt any policy they wish in regard 
to foreign liquor. At the outset, therefore, tlie Government of India 
woidd have to decide what ** foreign liquor ” should include. The 
main head “ Liquors ” in the tariff includes the following articles :— 


Barial 

No. 


Articles. 


Pate of duty. 


Duty in 
laUus. 


Average 
|(Zii valorem 
inddenoe 
ddnty 
(1929-30). 


Ale and other fermented 
liquors. 

Denatured spirit 
Perfumed spirits 


Preparatiems containing 
spuit not tested. 

Ditto tested . 


All other sorts of spirit 
Sparkling vrines 
Other wines .. 


8 annas per gallon 
per cent. 

Bs. 38 pm* gallon or Ibt ir 
cent, whichever is higher. 

Bs. 30 per gallon or 16 per 
cent, whichever is higher. 

Bs. 21-14-0 per proof gallon 
or 15 per cent, whichever 
ishighra. 

Ditto 

Bs. 9 per gallon 

Bs. 4-8.0 per gallon .. 


Total .. 


24 

1 

5 


r 20 


189 


}*“ 


% 

22 

7 * 

44 


46 


112 


60 


264 


If the Government of India collected only a 30 per cent, duty 
OB thoa» classes on which the incidence exceeds .that and da^ 
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4 

at tbe present rates on other classes, the loss to the central reTennes 
would be :— 


Ale and other fermented liquors . . 

Lakhs. 

.. m. 

Denatured spirit 

.. Nil. 

Perfumed spirits 

1 

Preparations containing spirit 

7 

All other sorts of spirit 

.. 138 

Sparkling wines “I 

^ m m • • 

6 

Other wines .. ) 



Total .. 152 


4 The above tables give a fairly clear idea of what we have to 
deal with, but from the point of view of classification difficulties the 
important item is No. 4. This item includes spirituous drugs and 
medicaments, spirituous toilet and other preparations, and liquors 
and cordials, but not ordinary spirits like whisky, gin, etc., of which 
“ obscuration ’’ is small These ordinary potable spirit are assess^ 
linder class 5, but the rate of duty on the two classes is the same in 
order that the revenue under class 5 may be protected. Now, for 
the purpose of the local excises class 5 (spirits), and liquors which 
fall in class 4, are treated as foreign liquor, but spirituous drugs and 
other preparations are not. No licences are required for their sale, 
no vend fees* are eolleeted on them, and no permits are required for 
their transport. The question at once arises : are they on the one 
hand to bo treated as “ foreign liquor ” and subjected to provincial 
excise iln^ies and restrictions, to the very great inconvenience of those 
who trade in them, or are they on the other hand to be exelnded from 
local excise control, and subjected merely to a central import 
duty which, if it is lower than the local excise duty, may render 
them a danger to the excise revenue ? 

5. Assuming that a solution could be found for this difficulty, the 
next objection that arises relates to the administration of different 
Tates of duty, and possibly of different classifications of liquor for 
duty purposes, in different provinces. Thi process of assessment 
to duty would, be carried out in the province of consumption, and it 
would presumably be necessary for each province to establish one or 
more bonded warehouses into which liquor could be brought after 
clearance trom the custom house at the place of import. This would 
necessitate in the first place, complicated arrangements for transport 
in bond all over India, and suitable preventive arrangements might 
be expensive-ond inconvenient. It might be .possible for the inland 
provinces to arrange with the maritime provinces fop the latter to 
collect their duty for them ; but it would probaWy be difficult for 
them to arrive at an apeement, for rates of duty in two provinces 
and the method of classifiication of U^noi^ might differ. Incidentally, 
a i^stem of inland bonded warehouses of nature would mean 

o2 



a complete reorganization of the basis on which distribution k At 
present underta^n by the trade. 

6. The principal wholesale dealers at the great ports at present 
maintain considerable stocks of duty-paid liquors which can be 
despatched at a moment’s notice to customers in different parts of 
India. Under the new proposal the local Government of the place to 
which such liquors were despatched would levy their own excise 
duty on them, and the wholesale dealer would have to obtain a refund 
from the local Government of the province of original import. This 
would lend to further difficulties and. complications. Moreover, if 
the in1orT)rovineial trans])ort was confined to liquor travelling under 
bond from one inland bonded warehou.se to another in anot&r pro¬ 
vince, dealers ^\oiild often find it impossible to implement urgent 
orders from up-country customers owing to the delay involved in 
transport from one warehouse to another, and in assessment at the 
warehouse in the province of arrival. 

7. The danger of .snuiogling from a province with a low rate of 
duty into one with a higher rate of duty is too obvious to need em¬ 
phasizing. The excise U''partnu‘nts. of course, already have to deal 
with this (lifficnlty in connection with country-liquor ; but with the 
increase in motor-car traffic the danger would !)e very much greater 
with foreign liquor, and they would probal)ly find it necessary to main¬ 
tain an (xpensive staff all round the borders of each province. 

8. A much more important difficulty would arise in connection 

with Indian States. The present situation, whereby all foreign liquor 
going into an Indian State has already paid Indian customs revenue^ 
gives rise to no particular trouble. The States’ claim to a share in 
that revenue is merely a part of their claim to a share in the general 
Ciistoins revenues and does not raise any new and separate problem. 
If, however, all the duty on foreign liquor were to be provincialized, 
Indian Stales would have to obtain their supplies of foreign liquor 
through one or other of the maritime provinces, and they would cer¬ 
tainly raise ihc very' strongest objections if they were required to pay 
duty which was going towards provincial revenues. The alternative 
of letting States have their liquors free of duty would cre.it8 
an intolerable position for the provincial governments, owing to the ‘ 
danger of smuggling from the States into the provinces. Nor, would 
any arrangement by which the States agreed to collect duty them¬ 
selves be salisfactory, owing to the different rates of duty prevailing 
in the differenl piw'inees. ™ 

9. The Government of India are discu.ssing these practical difii- 
OTlties with the provincial governments, and, if they prove to be 
insuperable, alternative method of giving the provincial govemmente 
^ share in the revenue from foreign liquors will be Oonsidered. 
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APPENDIX VI. 

Taxation op tobacco {vide para. 272, Vol. II of the report op tbm 
Indian Statutory Commission). 

Sir Walter Layton’s proposal is for a central excise duty levied 
on factory-produced tobacco and credited to the provincial fund. 
He makes no specific recommendation regarding other means of 
taxing tobacco. Those suggested by the Taxation Enquiry Com¬ 
mittee were 

(*) An excise duty on factory tobacco. 

(ii) The. levy of a fixed foe based on the estimated outturn 
of places where cigars, cigarettes or pipe or cigarette 
tobacco arc manufactured by hand. 

(m) A sysicni of vend licences leading up to vend monopolies 
in specified areas. 

'Clearly any excise duty to be levied on factory tobacco must be 
^ uniform and, therefore, central, but nothing would be gained by 
insisting on uniformity in tlio fee.s to be levied on hand manufacture 
or in respect of vend licences. Such forms of taxation should 
remain, as they are.at present, purely provincial. 

2. A well-organized sysPun of vend-fees, particularly if these 
were based on sales, might prove a fruitful source of provincial 
taxation, and this is a line of action deserving of further study, 
although it must bo reali/.od that such fees would obviously have 
to be credited to the province of collection and, therefore, do not 
exactly fit into Sir Walter Layton’s scheme. On the other hand, 
the prospects of an excise on lacfory products are not as br^t as 
they appear at first sight. It is tnie that, as stated by Sir Walter 
Layton, the consumption of tobacco in the form of cigarettes has 
grown rapidly. It is not equally true to say that there has been a 
similar powth in the consumption of pipe tobacco and cigars. 
Such evidence as is available suggests that these are being steadily 
replaced by cigarettes. 

3. The annual production of cigarettes in India was estimated 
by the Taxation Enquiry Committee at about 4,500,000,000, and 
the tobacco used in their production may be eMimated at about 
10,000,000 lbs. About half of this is imported tobacco which already 
.^elds import duty amounting to 75 laklis per annum. Import duty 
is also levied on the cigarette paper, which is all imporiied, and on 
most of the tinplate and paper and card-board used for packing. 
The Indian cigarette industry is thus already paying some 80 lakla 
•of duly ai^nually. This is i^iuivalent to about Rs. 1-13-0, pejr 
thousand cigarettes. At present no definite information is availame 
4W to the average prices at which these cigarettes are sold, but we 
9)e|ieve it to be not much more than Rs. 6 per thousand, so that 
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incidence of this taxation is, even now, probably more than^half 
that of tbt duty on imported cigarettes which averages about 65 per 
eent. ad valorem, 

4. Even in these eireumstances the Indian factories find it 
difficult to compete, in all except the very cheapest brands, with 
imported cigarettes, and the largest manufacturers in India about 
a year ago decided to postpone indefinitely schemes for the extenmon 
of their activities. It is fairly clear, therefore, that any increase 
in the taxation of the local product, to be * remunerative, must be 
accompanied by an increase in the import duties which at present 
press most heavily on the cheapest brands imported. The problem^ 
therefore, resolves itself into a decision as to what further increase 
our import duties can bear without checking consumption to such 
an extent as to reduce revenue. This (luestion needs further invest 
tigation which will involve the eolleetion of much more detailed 
infoimation than is at present at our disposal, information which 
will take tune to collect. All that can be said at the moment is. 
that Sir Walter Layton's estimate is much too high and that a sum 
of two crores is not too cautious an estimate of the probable annual 
revenue, after 10 years, from an excise duty (,ii cigarettes. 

5. These considerations raise the question whether in order tc 
avoid a clash between provincial and central interests, it will not 
be convenient to include in the provincial pool the proceeds of the 
import duty on all articles suhjiect to a central excise duty col-' 
leeted for provincial purposes. Sir Walter Layton, for obvious 
reasons, contemplates this course in respect of the salt fax, and it 
may prove desirable to extend it to other taxes of a .similar nature. 

6. The cheaper classes of cigarettes are sold in competition with 
liidis which consist of dried coiiiitr.^ tobacco rolled iii leaf instead 
of paper. There is a very large eonsumiition of this form of tobacco 
which, formerly, w'as produced entirely as a cottage industry. 
Becently factories have been started in certain provinces. No- 
information Is at jiresent available as to their output*, nor as to the 
amount of tax that would have to be applied to factory-produced 
Wdis to protect adequately an excise duty on cigarettes. These 
again are matters for which special and detailed enquiries will 
be neee.s.sary. It is, however, unlikely that revenue from this source 
would contribute largely to the propovsed tobacco excise. For the 
smaller bidi factories where mechanical power is not employed it 
has been suggested that revenue might be derived from a system 
of manufacturing licence's. Such revenue would naturally be cre¬ 
dited direct to the provinces in which it is collected. 

7. The provinces who have been consulted in the matter do not 
as a whole, favour special taxation of tobacco cultivation. 

8. Whatever final conclusions may be reached as to the best 
method of obtaining further revenue from tobacco, it is doubtful 
whether anything can be done in <l9iis direction in the near future. 
An agitation against smoking, and in particular against cigarette- 
smoking, has been a prominent feature of the recent politieat 
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situation in many parts of India, and the general economic depr» 
sion has given the movement considerable force. The import duties 
on tobacco for the first four months of the current financial year 
are less than half the normal figure, and any increase in taxation 
at the present juncture is likely to result in a set-back to the trade 
iM^hich may seriously prejudice the prospect of making it an increas¬ 
ing source of revenue in the future. 
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APPENDIX VII. 

Excise duty on matches. 

« (Vide paragraph JUTS, Yol, II of the report of the Indian StaliUory 

Commission.) 

Sir Walter Layton recommends an excise duty at the rate of 
the present import duty and considers that it should yield about 8 
crores. Thi.s implies an annual consumption of 20 million gross 
of boxes. It was only at the beginning of the past decade that the 
manufacture of matches in India began to supply an appreciable 
proportion of the demand. Before the war the annual import 
amounted to some 12 to 15 million gross, consisting mostly of British 
and Swedish matches. During the war there were very large imports 
of inferior flapanese matches, and the highest figime reached was 
about 18 million gross in the year 1915-16. No doubt the inferior 
quality was largely responsible for the increased consumption. The 
consumption is bound to react to any considerable increase in price, 
and it would not be safe to rely on a consumption of more than 15 
million gross annually. 

2. An iniporlant factor which will militate against tlie success 
of an (ixcLse duly of this nature is its almost inevitable unpopularity. 

'Although, no doubt, there is specially heavy consumption of matches 
among smokers, the bulk of the match con.suraption is aceoiuited 
for by other ^purposes, and the burden of the greater part of the 
tax will bo fairly evenly distributed over the whole bulk of the 
population. Thus every objection that can be or has been raised 
against the salt tax can be raised with almost equal force against 
a duty on matches. It is a tax, moreover, wliose effects will be 
much more strikingly apparent to the rjonsumer than the effect of 
a rise in the salt duty for reasons which will apiiear from what is 
stated in the following paragraph. Further, it is a fax which can 
be resisted much- more successfully than the salt tax. Economy 
in the use of matches can be practised in numerous ways and would 
undoubtedly seriously affed; the .revenue if any agitation against 
the tax took place. 

3. Sir WaltJer Layton endorses the view of the Taxation Enquiry 
Committee that “ care should be taken to fix the tax at such a levd 
as to absorb as far as possible (into the Exchequer) the whole of 
the increase in price It is here that the difference in the general 
standard of living between Indian and European countries makes 
itself felt.* In India a considerable proportion of the matidies 
consumed are sold by the single box, and a further large proportion 
in lots of three boxes. The present ordinary retail price is one pice 
per box or two pice for three boxes. It has been cjdculated that 
the maximum duty that could be imposed without fleeting the. 
price of single boxes is four annas per gross. Such a duty would, 
almost eertqjnly have the effect of raising the retail price of three 
bpifes ftom two pice to three. Thus while the duty would only bi^^ 
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in, about 37| lakhs, it would be universally felt. If the duty were 
at a h^her rate than four annas, the retail price per box'would 
probably advance to two pice, and unless the duty were raised t# 
a figure of from Rs. 2-4-0 to Rs. 2-8-0 per gross boxes, the greater 
part of the increase in price would go into the manufacturer’s 
pockets. In other words, there will clearly be great difficulty, in 
making a tax conform with the condition that it shall not further 
enrich the manufacturers when it is applied to an article commonly * 
sold retail in quantities whose price is the smallest convenient unit 
of coinage. It may be observed that the higher rate of duty, which 
would correspond to a retail price of two pice per box, is higher 
than the rale imposed in many European countries. 

4. There are various methods by which a duty of this kind 
mightj be collected. The one favoured by the Taxation Enquiry 
Committee is the application of a label in the form of a “ banderol ” 
which must be broken before a ))ox can be used. There are obvious 
difficulties in the way of applying this .system to imi»orted matches, 
and other methods are under consideration. Another grave diffi¬ 
culty wdil bo the possibility of manufacture in Indian States, and 
it seems certain that before the tax can have any chance of success, 
agreements will have to be readied with the States, 
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APPENDIX VIIL 
Tebmikal taxes. 

1. The present position.—^Terminal taxes at present con* 
stitiile a comparatively unimportant factor in local taxation 
in India, having been imposed in place of octroi by certain local 

* authorities. The Schedule Taxes Buies permit the Legislative 
Council of any province to pass legislation imposing an octroi or 
authorizing any local authority to impose such a tax. Where a 
terminal tax iis. ctnicerned, similar po^\er may be exercised in the 
cases of llio.se local areas only which levied an octroi prior to the 
7th July 1917. To the imposition of a terminal tax in any other 
local area tlie sanction of the Governor General in Council is re¬ 
quired. Such sanction has on occasion been accorded, while there 
have been a number of examples of the conversion of octroi into 
terminal lax but the amount of revenue raised by terminal taxes 
constitutes a relathply small proportion of the total sum of ap¬ 
proximately 2 crores of rupee', now collected by local authorities 
in the shape of terminal taxes and octroi. 

2. Sir Walter La 3 rton’s proposals.-Sir WaUer L ,13 ton r'»coni- 
mends the levy of a terminal tax for provincial purposes at every 
railway station in India. This tax would apparently be collectei 
by railway oflBeials ; and it w'ould be supplemented, where neees- 
sary, by a like impost on river-bome traffic. Sir Walter considers 
that road-borne traffic is not at present a sufficiently serious com¬ 
petitor with railway traffic to require similar treatment. It is not 
clear whether it is intended to superimpose the new tax upon tha 
octroi and terminal taxes already levied by local bodies or to 
absorb the latter in it. Absorption would obviously facilitate ad¬ 
ministrative arrangements, but it would involve the necessity of 
compensating th.* authorities eoncernecl for ihe resultinir lo'-s of 
revcmie. Finally, it should be stated that Sir Walter is not in¬ 
clined to regard the proposed tax as a permanent feature of India’! 
financial system ; he supports it as a temporary measure, suited to 
the country's present stage of economic development. 

3. General effect of the tax upon Railway Finance.—In what¬ 
ever shape the proposed tax were levied, it is quite clear that it 
would amount to a surcharge upon the cost of transportation. 
Bo far as rail-borne traffic is concerned, it would constitute a sub¬ 
vention from the railway revenues of the central Government to 
the revenues of the \arious provinces. Incidentally, if imme¬ 
diately imposed, it would operate to prevent the reduction of fares 
and freight rates, the urgent need of which Sir Walter Layton em¬ 
phasizes in another part of his report. Assuming that stores, fuel, 
etc., carried for railway purposes would be exempted from liability, 
a revenue of 8 crores from the proposed tax would involve an addU- 
tion of approximately 15 per cent, to the present cost of transporta¬ 
tion. It is not suggested that this is a conclusiye argument 
against the imposition of the tax ; though it would doubtle« be 
pressed by company-owned ahd company-managed lines. Assutti' 
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ing that the central Government is to surrender to the province 
such portion of its^ revenues as may be found to be in excess of it# 

requirements, it may be both convenient justifiable to give up » 
portion of railway revenues and even to increase the costs of trans¬ 
portation in order to create a margin for sumnder. The state rail* 
ways in India are at present singularly free from taxation ; since 
they are neither burdened with heavy local rates nor assessed to 
income-tax on their profits. On , g rounds of abstract principle, it 
would not be improper to raise railway rates to a height whieh 
would yield not only 4 fair interest on borrowed railway capital 
hut also a fair contribution to general taxation. Rates must, how¬ 
ever, be fixed with due regard to their effects upon traffic ; and it 
is more than doubtful wbether the cost of transportation could 
now be raised to the lieiglit contemplated by Sir Walter Layton 
without serious results upon the working of the railway system as 
a eoiumercial concern. 

4. Effects of the tax upon railway traffic.—Apart from the 
actual surrender of railway revenue, there is ground for supposing 
that the imposition of a provincial tax of this nature might have 
deleterious effects upon railway traffic. It would be undesirable 
to favour short, as opposed to long, distance traffic by exempting 
it from the tax. Unless, however, it were exempted, its taxation 
raust inevitably lead to the- diversion of traffic from the railways 
to the roads. As long as tlie proceeds of a terminal tax accrue 
direct to a local authority that authority may be trusted to make 
some sort of attempt to collect on traffic so diverted, and by so 
doing to discourage diversion. If the tax became provincial, the 
incentive to such efforts would be largely lacking. Similarly, 
there would, in the case of goods carried by river and particularly 
by country boat, be greater opportunities of Evading a terminal 
tax ; and thi.s also would tend to create a diversion of traffic. In 
maritime provinces, there might be similar diversion to coasting 
or other \essels. Again, the fixation of freight rates is a scientific 
proceeding, and, if it were conducted without detailed knowledge 
of local conditions, the results upon traffic might be serious. 
Finally, the desire to avoid double taxation would operate to dec¬ 
rease the traffic to and from the present local distributing centres. 

5. General conclusions.—The general position may be sum¬ 
med up by stating that, if the central Government is to surrender 
to the provinces such part of its re^ enue as may be surplus to its 
requirements, there is no theoretical objection to the surrender of 
surplus revenues derived frojn the railway system. The possibility 
of creating a railway surplus by the enhancement of transportation 
ebarges would, however, require careful investigation before it 
could be held to be established. On the other hand, the particular 
method of effecting such a surrender whieh is proposed by Sir 
Walter Layton is liable to produce disastrous effects upon the 
volume of traffic borne by the railways and, therefore, upon their 
gross revenues. It has been suggested, as an alternative to Sir 
Walter Layton’s proposal, that the terminal tax, though collected 
provinoially, should remain a source of local authorities ’ revenue : 
the proceeds being distributed by loeal Governments to the .h^al 
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authorities under tbeiv control. This would assist provincial 
finances by relieving the budgets of the local Governments of cer¬ 
tain casli contributions which they now make to their local bodies. 
This proposal might obviate difficulties in connection with ths 
treatment of the terminal taxes and octroi at present levied by local 
au'&orities ; but it would, in all essential points, be open to the 
objections urged against the provincial tax. 

6 . Assam.—-While the foregoing objections are strong against 
the introduction of terminal taxes as a general source of provincial 
revenue, it would be. possible to argue in favour of their institu¬ 
tion, as a special measure, in special circumstances such as exist, 
for example,, in Ihe province of Assam. The Government of Assam 
have pointed out, first, that neither octroi nor terminal tax has yet 
been introduced by any local authority within the province ; 
secondly, that it is in argent need of the proceeds in order to 
finance the development, of internal communications, thereby in- 
wcasing Ihe volume of the trade and of railway traffic ; thirdly, 
that it is in a po-sition to exercise effective control over river-borne 
traffic, which is approximately equal in volume to that carried 
by rail ; and, fourthly, that the province is situated at the end of 
the railway system, .so tliat the tax, if imposed upon imported 
goods only, could not operate as a transit duty. These arguments 
are not witliout force. The circumstances of this province are special, 
and there is reason to hope that a proper utilization of the proceeds of 
such taxes might operate to increase, rather than diminish, railway 
traffic within its borders. The question requires further investiga¬ 
tion ill detail, ivhich it is jiroposed to undertake. Pending the 
results of sueh infestigation, the question- whether the tax should 
be imposed upon exported goods as well as upon imports and local 
traffic may be regarded as open. 

7. Bihar and Orissa.—The Government of Bihar and Oi’issa 
also have represented their desire to impose terminal taxes for pro¬ 
vincial purposes. In this case, the special considerations urged by 
Assam have no applicability ; although it is true that such taxes have 
not yet been levied by local authorities in the province. The general 
objections to the taxes as a provincial impost are applicable in this 
case. Their development as a source of municipal revenue must 
be governed by the policy which may be adopted, in this connec¬ 
tion, for India as a whole. 

8 . The maintenance of terminal taxes as a legitimate form of 
taxation by local authorities,—As already explained, terminal taxes 
can at present be authorised by a local legislature, as a method of 
financing local bodies? wherever a%potroi was in force on the 6t|i 
July 1917 ; aftd can be levied in kcal areas with the special 
sanction in each case of the Govel^br <fe|ieral in Council. It is a 
matter for consideral ion whether j-tjhis .j^sition should be stereo¬ 
typed under the new constitution, tl^Muestion is engaging the 
attention of the Government of Indl^. ^as long been recogflized 
^at neither a terminal tax nor fuc^octp^c^titutea ah ideal form of 
taxation. The, former is apt to,f Mtle more than a trahrit 
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duty ; while an octroi, even wKere it escapes this character, oilerft 
unlimited opportunity for leakage of revenne, and frequently 
operates to hamper and restrict trade. On the other hand, iiidireet 
taxation of this kind Is undoubtedly ,t^e least unpopular form of 
taxation with the Indian public ; and Its replacement by direct 
taxation yielding equivalent proceeds would be a matter of 
grave difftculty. These poiius will be borne carefully in mind 
when the question is investigated. If, however, either terminal 
tax or octroi is retained as a legitimate means of local taxation, it 
will be essential to reserve to the central Government well-defined 
powers of direction and control. There are three main purposes 
to be served by such control. In the first place, the central 
Government must pres(M*vo for itself the possibility of preventing the 
imposition of a lax which will trench upon a central source of reve¬ 
nue, though control in such cases should not be exercised with 
undue rigidity ; se('<uidly, ibe powers of local authorities to tax 
the central Government itself musst he strictly limited ; thirdly, 
there must be authorily to forbid the imposition of taxation which 
would bo contrary to the obligations undertaken by the central" 
Government in ccunuKircial treaties. With regard to the third of 
these points attention is invited to paragraph 17 of the memoran¬ 
dum relating to fionneial relations between the Government of 
India an^ the provincial governments which was prepared by the 
Government of India for the Indian Statutory Commission, 
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APPENDIX IX. 


^Cemorandum by the Government of India, Finance Department, 
dated the IIth July 1930, on the stnanoial aspects op the 
(^ARAT ioN OP Burma. 


Paras. 

L—Effect on revenue and expenditure of the Govern¬ 
ment of India • • • • • • 1—8 

II,—Effect on currency arrangements .. .. 9—14 

m.—^Miscellaneous .. .. .. .. 15 

Annexure I.—Effect on Government of India revenue 
from duty on silver. 

Annexure II.—^Memorandum on paragraphs 6—9 of , 
Appendix to Part VIII of the Commission's 
report. 

I. —Effect of separation on the revenue and expenditure of the 

Government of India. 

In paragraph 222 of their report the Commission say :— 

“ Though the actual settlement between the two countries must 
be determined by subsequent negotiations, we are here 
concerned to note and endorse Sir Walter Layton’s 
general conclusion that separation could fairly be effect¬ 
ed in such a way as to do no financial injury to either 
country and to leave Burma with adequate resources for 
her present needs and a balance for development pur¬ 
poses in excess of that which she obtains to-day ”. 

The conclusions arrived at by Sir Walter Layton, and the various 
assumptions made by him, are examined in the following para¬ 
graphs :— 

2. In paragraph 3 of the appendix Burma’s contribution to 
defence has been put at 3 crores, and it has been assumed that the 
whole amount of this contribution will be a deduction from India’s 
military expenditure. The amount taken seems reasonable, but natur. 
ally it is only a rough estimate and the actual contribution fixed may 
be very different. Moreover, it is not certain that the whole ; of 
Burma’s expenditure on defence will be a deduction from IndiB’s 
army expenditure, thoiq^h, if the arrangements contemplated in para¬ 
graph 221 of the Commission’s report are made, this v^l be the ease. 
The Burma Government in paragraph 16 of the memorandum on. 
separation which they prepared for the Commission put the contri- 
bution for defence at 123 lahlm. ^ roughly the actual ecipdiuillitre 



289 


now incurred in Burma. Clearly, the estimate o£ the Burma Govern¬ 
ment is too low, but it is possible that Sir Walter Layton's estimate 
will prove to be too high. In any case the figure of 3 crores is 
problematical, and the possibility of a lower figure has to be con¬ 
templated in considering the effect the Government of India 
finances. 

3. In paragra])h 4 of the appendix Sir Walter Layton puts 
Burma's share of India's debt at 30 to 35 crores with a net interest < 
and sinMng fund charge of approximately 2 crores a year. Nothing 
is said about the capital expenditure in Bunna, e,g., the capital at 
charge of the Bunna railways, the idea being apparently that the 

Burma Government would take over the capital commitments of the 
Gtovernment of India in Burma on terms which would involve no la§s 
to India. The Burma Government in their memorandum on separa¬ 
tion put Burma's share of tlie unproductive debt of India at 24 crores 
aud assumeil an annual payment of 122 lakhs to cover interest and 
sinking fund charges. There, again, the figure of 2 crores is problem¬ 
atical, and the possibility of a ioANcr figure has to be contemplated. 

4. On the revenue side, Sir Walter Layton makes the foMowing 
assumptions ;— 

(a) Indo-Burmese trade will become subject to existing cus¬ 

toms duties ndth certain exceptions noted below. 

(b) India will impose a duty on kerosene imported from 

Burma at the same rate as on kerosene imported from 
other countries, and an import duty of 4 annas on motor 
spirit imported from Burma. (The financial effect of 
this is worked out on 1928-29 figures but allowance is 
made for the reduction effected in the last budget in the 
import duty on kerosene at the end of paragraph 10.) 

(e) Burma will repeal protective import duties now in force. 

(d) Burma will impose the existing export duty on riee sent 
to India. (The figure of 60 lakhs given in paragfhph 
7 should be reduced to 45 lakhs on account of the re¬ 
duction in export duty in the last budget.) 

These assumptions are reasonable, but it is possible that the tariff 
arrangements between India and Burma will be different and that 
Indian revenues may suffer more than is estimated. 

5. To complete the picture one further assumption has to be 
made, vie., that India would impose an import duty of 4 annas an 
ounce on silver imported from Burma. Annexurc I to this memo¬ 
randum shows that if this is done, the Government of India revenue 
from duties on silver wiU be practically unaffected, while the Govern¬ 
ment of Burma would obtain very little from an import duty or an 
excise duty on silver. 

6. Nothing is said by Sir Walteir Layton about the loss on the 
working of the posts and telegraphs in Burma. The loss in Burma 
would be about 6 lakhs per annum and the deficit on the working oj 
the Government of India posts and telegraphs wouIdT be decrease 
by a corresponding amount. As regards railways, the annual gain 
to ihe Burma Government will be -]^ut ^ lakhs as against 25 lakhs 
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'assumed by Sir Waiter Layton. The railway revenues of the Govern¬ 
ment of India would also a corresponding amount, but assuming that 
the present arrangements for contributions from railway revenues 
remained unchanged, the effect on general revenues would not be 

large. 

7. From paragraph 11 oP»the appendix it is clear that tiir 
Walter Ijayton realizes that his as-sumptions may be wide of the 
mark, for he indicates that India may lose by the separation. In 

• these cireunLstances the Finance Department consider that it would 
not be safe to accept at present the Commission’s finding that separa¬ 
tion could fairly be effected in such a way as to do no financial injury 
to India. They would, however, go so far as to say that separation 
could fairly be effected in such a way that the revenue lo.ss to India 
would not be of sufficient magnitude to make it a factor of great 
importance in considering the pros and cons of separation. It is 
fairly clear that a special committee wdll have to be appointed to work 
out the details of the financial settlemcsit. 

8. The Finance Department accept the view's of the (’ommissioa 
on Bujma’s credit in the evi^mt of separation given in the second half 
of paragraph 222 oi‘ the report. 

II.— Effect of sepnratiuii on mn’fncy nrramjempnts. 

9. If Burma is separated from India, the adoption of a different 
currency system by Burma has to be contemplated. TJic Government 
of Burma might adopt one of the three following courses :— 

(tt) They might retain the Government of India currency in 
the same way as Iraq up to the present lies used the 
Government of India currency. In view of the close 
trade connection between Burma and India, and the 
fact that the people of Buma are accustomed to the 
rupee currency, there would be a good deal to be said in 
favour of this course. It is possible, however, that the 
Burma Government will favour & currency system 
which would be scmi-depeudent on the Indian currency 
.system as suggested in (6) below or completely in¬ 
dependent of the Indian currency system. 

(6) The Government of Burma might adopt a system similar 
to that of Ceylon which is briefly that the rupee is the 
monetary unit and its exchange value is the same as in 
India, namely, lif, 6d., but the Ceylon Government haa 
its own note issue and its own subsidiary coin. Definite 
information is not available regarding the reserves kept 
by the Ceylon Government against this note issue, but 
the reserve is presumably composed P^tly of silvts? 
rupees and partly of securities of fhe Gover^ipe^t 
^ India, though fhere pjay be securities of Cjpylon 
Government in addition. Such a system woMd 
a definite break \^th the p^t. and would retajn tl^e rjotp^ 
as the standaM coin—a'j^int'wliioh mighf be'<^f ebu- 
^crable impotence, ^eeielly in % 
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It would also avoid exchange duotuations between 
Burma and India and would, therefore, tend to faeiUtaie 
trade. 

{c' 'Che currency system of,^Buraia might be completely 
separated from the currency system of India, and 
although it is probable that the Government of Burma 
would have a coin corresponding to the rupee as the « 
monetary unit, and that , the exchange value of the 
monetary unit would be Is. 6d., the Government of 
Burma or a bank to whom they might entrust the work 
would be x*esponsib]e for maintaining the exchange value 
of the monetary unit quite independently of the Govern- 
ment of India. 

10. If either of th<! alternatives in paragraphs 9 (b) and 9 (c) 
were adopted, Indian currency now' in circulation in Burma would be 
replaced by currency issued under lh(! authority of the Burma Govern- 
ment and would have to be repatriated. The arrangements for 
this repatriation would depend on the system adopted by the Govern¬ 
ment of Burma, and it is uoeessarv to examine brieflv what these 
arrangements should be. 

11. If a system on the lines indicated in paragrai>b 9 (b) above 
, W'ere adopted, all the .subsidiary coin and Iho notes now in circula¬ 
tion in Burma ^vouhl be replaced by new subsidiary coin and new 
notes. If no special arrangements were made, these subsidiary com 
and notes could be shipped to India, and full currene.y value could be 
obtained for then). Such a procedure would not be fair to India for 
the reasons given below. As there are essential differences in the 
position regarding the subsidiary coin and the position regarding the 
notes, they wilBbe dealt with separately :— 

(o) Subsidiary coin ,—As the profit on the issue of nickel and 
copper coin is taken to revenue in the year in which it 
is issued, the profit on the nickel and copper coin now 
in circulation in Burma has already been credited to 
the revenues of the Govei’iiment of India and has been 
used for the common purposes of India and Burma. 
The i)rofit on the coinage of small silver coin is dealt 
with in the same way as tl^e profit on the coinage of 
silver rupees. In paragrapj) 12 (a) below it is shown 
that no profit has accrued to the Government of India 
on Ihe coinage of silver apart from sums that have 
already been taken to revenue. It would be unfair to 
India if the Government of Burma were to withdraw 
subsidiary coin from circulation, obtain its full cur¬ 
rency value from the Govermuent of India, and issue 
in its’place a fresh subsidiary coinage on which they 
would make a large profit, while the Government of 
India would lose a corresponding amount on the sub¬ 
sidiary coin withdrawn from^rculation. The most, 
therefore, that the Govejwj^'^ Burma would be en¬ 
titled to demand frp , Jb «raent of India would 
be that the GovenA, |^^^ , should supply to 
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Government of Burma new subsidiary coinage in ex-,, 
change for the subsidiary coinage withdrawn from cir¬ 
culation. In- other words, the Government of Burma 
could either have their new subsidiary coint^e executed 
at a Government of India mint free of charge, or they 
could demand the bullion value of the subsidiary coin¬ 
age withdrawn from circulation plus the cost of recoin¬ 
ing it. , 

(6) Notes .—As the profit on the note issue is a recurring item, 
the Government of Burma would be entitled to .pay¬ 
ment for the full exchange value of the notes repatriated, 
and the main question to be settled would be the form 
which this payment should take. Assuming that the 
reserve maintained by Burma would consist of rupees 
and securities of the Government of India, it would be 
a simple matter to make .payment in these forms in the 
proportion which might be desired by Burma. If it 
were decided that a part of the reserve should be held in 
securities of the Government of Burma, tlien to this ex¬ 
tent payment for notes repatriated might take the fond 
of a decrease in the amount of the debt of the Govern¬ 
ment of Burma to the Government of India. 

12. If the Government oi Burma were lo adopt; a completely in¬ 
dependent currency .system on the lines indicated in paragraph 9 {c) 
above, rupees would have to be repatriated in addition to subsidiary 
coin and notes. The position regarding the subsidiary coin would 
be the same as that indicated in paragraph 11 (a) above ; nipees 
and notes are dealt with below :— 

(u) Silver rupees .—The profit on the coinage of silver* coin 
which has accrued since the gold exchange standard 
was established, has been credited to ihe gold standard 
reserve. During the la.st few years the interest on the 
gold .standard reserve has been taken to revenue, 
and in so far as the interest on the gold standard 
reserve has hsen taken lo revenue, Burma has already 
shared in the advantages obtained from the profits on the 
coinage of the rupees. The present position is that al¬ 
though we have incurred large losses on the sale of silver 
obtained from melted (join and these losses have not 
been debited to the gold standard reserve, the amount 
of the gold standard reserve is not suflBcient to cover 
the difference between the bullion value and the exchange 
value of the silver held in the paper currency reserve.. 
As the gold standard reserve does not cover our pro^- 
. peetive losses on the sale of silver, it may be said that 
apart from interest on the gold standard reserve al¬ 
ready credited to revenue no profit has accrued from the 
coinage of silver, and that a loss will probably eventuate. 
The most, therefore, that the Government of Burma 
wouldJi!( <r?f?.titled to demand from the Government of, 
iHdiav the bullion value of the rupees with- 

drawiV, ^ >’ 3 tion and repatriated plv-s the cost 
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' . o£ coinage of the currency which would replace these 
’ rupees. • * 

(6) Notes ,—^Although Burma would be entitled to payment 
for the full exchange value of repatriated Government 
of fndia notes, there would clearly have to be made a 
definite arrangement as to the form in which this pay^^ 
ment should be made. Otherwise the Burma Govern¬ 
ment might ship these notes to India, buy sterling with ^ 
them and obtain full sterling cover for their new note 
^issue at the expense of the sterling' reserves of the 
Government of India. A fair arrangement would seem 
to be that the Burma Government should be paid in 
sterling an, amount which would bear the same propor¬ 
tion to the total amount payable as the sterling and 
gold reserves of the Government of India (including 
the gold standard reserve) bear to the total note issue of 
the Government of India. Such an arrangement would 
give' the Burma Government the same proportionate 
sterling .cover for their note issue as was held by me 
Government of India, and as there, would be a reduction 
in the Government of India note issue corresponding to 
the amount of the ncav Burma Government issue, the 
Government of India’s holding of gold and gold 
securities would not be proportionately diminislied. The 
remainder of the amount due to the Bxnma Government 
might 'oe paid partl.v in the form of silver if the Burma 
Government desired to have silver,.and if not, wholly in 
the form of a reduction of the amount of the debt of the 
Government of Burma to the Government of India. 

. 13, Prom the above brief (itUlino it is clear .that one of the condi¬ 

tions of the separatioTi of Burma from India should he an an*auge- 
ment which would safeguard the interests of India in the event of 
Burma adopting n new currency system. . It is. not easy to dcidse a 
formula which could be ineludetl in the legislation which will pre¬ 
sumably deal with the separation of Burma, hut a safeguarding clause 
on the following lijies might be sufficient :— 

“ If the Government of Burma adopts a new currency system, 
payment by the Government of India to the Govern¬ 
ment of Burma for Indian currency withdrawn from 
circulation in Burma and repatriated to India shall be 
limited to an amount wh eh wdll represent the cost to 
the Government of Burma of replacing the currency 
withdrawn from cii-culation and shall be made in. such 
a manner that the gold and sterling reserves of the 
Government of Bulia would not be proportionately 
, weakened.” 


Presumably, the Act would name some authority, probably the 
British Government, as the authority to decide differences between the 
Government of India and the Government of Burma which m%ht 
mrise in Carrying out the provisions of^the Act, and' this authority 
would have to be the authority to dec^ ^extent and the form df 


^extent and the form of 
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paymeuts to be made by the Government of India to the Government 
of Burma for currency repatriated. 

14. In tbe above paragraphs the assumption has been made that 
the currency arrangements in India remain as at present. In the 
event of the Government of India note issue being replaced by a 
reserve bank issue before a new currency system is introduced in 
Burma, s|)oeial arrangements regarding Burma would probably have 
to be made at the time of handing over the note issue to the reserve 
bank. Whatever currency sj-stem might eventually be adopted by 
Burma, presumably no change would be made until some time after 
separation v/as effected. During this period the Indian Currency Act 
and Indian Coinage Act would have to apply to Burma. 

HI.— Miscellaneous. 

15. Some of the more important questions which the Finance 
Depai'tment will have to consider, if it is decided to separate Burma 
from India, are dealt with below — 

(1) Ways and means. —Presumably, the Bui-ma Government 
would arrange with the Imperial Bank of India to conduct their 
business on much the same lines as the bank now conducts the business 
of the Government of India. The Burma Government would take 
over control of the resource work at treasuries, where the Govern¬ 
ment of India should probably arrange to maintain (Uirvency chests, 
as long as Burma used Indian currency. 

(2) Government of Jtidia securities held in Burma.—At present 
a considerable volume of Government of India securities are held in 
Burma, and interest is payable at any treasury in Burma. Clearly, 
it is desirable that Burma holders of Government of India securities 
at the time of the separation should have the same facilities for draw¬ 
ing the interest as they now have, and it would be desirable to arra^e 
with the Government of Burma for the continuance of tliese facilities, 
at any rate as regards securities held in Burma at the time of the 
separation, though it will probably be undesirable to allow further 
transfers from India to Burma. The Government, of Burma colild 
be giverf a commission on tlie aniount of interest paid. 

(3) Post office cash certificates.—On separation, presumably 
the is.sue of Government of India post oflce cash certificates in 
Burma would cease, and the Government of Burma would issue certi¬ 
ficates of their own. ' As, however, the certificates previously issued 
would represent an obligation of the Qoverament of India, and as it 
would be a very complicated matter for the Government of Burma 
to attempt to take ovei* this obligation, an arrangement would have 
to be arrived at by which the Burma Government would arrange for 
the payment of the certificates as they mature at their post offices 
and debit the amounts to tlic Government of India. Probably they 
would have to bo given a commission for this service. 

(4) Post office savings hank deposits .—In this case the simplest 

method of procednre OTohably would be for the Burma Government 
to take over the ^avijr^^ deposits from the Goyqrnment of India, 

the debt of the Gov|' ^ '^iirma, to the Government of India 
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being reduced accordingly. It might be said that the depositors- 
would have reason to complain of such a transfer, because their de» 
posits would be transferred from an institution backed by the credit 
of the Government of India to an institution backed only by the 
credit of the Government of Burma, This difBculty could be got over 
by giving depositors notice some time in advance that their deposits 
were to be transferred, so that they would have an opportunity of 
withdrawing them if they desired to do so. 

(5) Provident fund deposits. —Presumably, the provident fund 
deposits belonging to officers of the Burma Government and any 
officers of the central Government which may be transferred to the 
Burma Government would be taken over by the Government of 
Buhna, who would also take over the incidental liabilities. The total 
amount of deposits would be presumably deducted from the debt of 
the Government of Burma to the Government of India. 

(6) Other deposits .—At present all deposits received in Burma 

are taken into‘the balance of the Government of India, Presumably, 
the Buima Government would take over these deposits with the inci¬ 
dental liabilities. ^ 

(7) Family pensioji funds. —^Presumably, officers serving under 
the new Burma Government would not, be eligible to subsefibe to the 
family pension funds now fuiininislered by the Government of India, 
lyit the Government of Burma would start similar funds of their own. 
Arrangements would have to be made to transfer officers’ subscrip¬ 
tions from the Government of India Cnmls to the new funds of the 
Government of Burma with probably a contribution from the Govern¬ 
ment of India to cover the period during which the officer was in the 
service of the Government of India. Here, again, the total amount 
transferred could bo taken iu reduction of the debt of the Govern¬ 
ment of Burma to the Government of India, 

(8) Income-tax-.—'Most of the trade in Burma is conducted by 

Indian or European firms w'hich are at pri'sent a.ssessed to lax either 
in Burma or in India on the total income from their operations in 
both countries. The question of double income-tax will, therefore, be 
of considerable importance. * 

(9) Staff ,—The conditions on which the Government of India’s 
staff emploj^ed in Burma will be taken over by the Government of 
Burma will have to be worked out in detail. 

(10) BaMways .—The terms on which the Burma railways will 

be taken over will have to be worked out very carefully. They are 
the most profitable portion of the Government of India railway 
^stem, and even if it is decided that the Burma Government should 
take in future the full profits regardless of losses which may have 
occurred in the past, i.e., that they would merely have to pay to the 
Government of India the capital at charge on these railways, the rate 
of interest which the Government of Burma should pay to the Govwn- 
ment of India on the capital at charge will be difficult to determine, 
as the capital has been raised over a perio!?^''^ ^rs at different rates 
of interest. ^ ^ 
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(11) Posts md telegraphs.—T!h.& terms on which the assets t£ 
the Posts and Telegraphs Department will be taken over by the Bunot 
Government will have to be worked out in detail. 

(12) Government of India lands and Here agaim 

a difficult question will arise as to the terms on which the lands and 
buildings at present in possession of the Government of India should 
be handed over to the Government of Burma. 
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. 1024 
1926 

1926 

1927 

1928 

1929 


ANNBXIJBB! I. {8e$ part. 5.) 
^roduetion of silver in Burma. 


(In tiiousandf of fine ounoee.) 



6.28S 
. 4,832 

. 6,104 

. 6,004 

. 7,408 

. 7,290 


Exports of silver from Burma. 


— 

India. 

Straits 

Settle¬ 

ments. 

j 

Federated 

Malay 

States. 

Mauritius. 

Total 

1924-26 

5,430 

• • 


• • 

5,430 

1926-26 

4,791 

16 

16 

• • 

4,822 

1926-27 

4,627 

41 

56 

1 . . 

4,724 

1927-28 

6,411 

18 

.37 

« « 

i 

6,466 

1928-29 

7,648 

32 

39 

344 

7,963 


Imports of silver into Burma. 



India. 

1 

1 

United 

Kingdom. 

Hong 

Kong. 

1 

Federated 

Malay 

States. 

Total 

« 

1924-25 

• • 

• • 

• • 

* • 

• • 

1926-26 

•• 

3 

• • 

7 

10 

1926-27 

2 

• f 

• « 

• • 

2 

1927*28 »• 

9 

72 

19 

• • 

106 

1928-29 

5 

4 

• • 

• • 

9 


It will be seen from the above figures that the imports of silver 
into Burma are negligible, and that almost the whole of the silver 
produced in Burma is exported. As figures of production by official 
years are not available, it is not possible to calculate, the actual 
jimount of silver .consumed in Burma^?" %the above ^ires ahow 
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that the amount is very small. In the circumstance the Govern¬ 
ment of Burma will not find it profitable to impose import and ex¬ 
cise duties on silver. 

So far as India is concerned, if India levies an import duty of 
4 annas an ounce on silver imported from Burma, the Government 
of India will lose very little as almost the whole amount of the silvw 
produced in Burma is exported to India. The Government of India 
will lose only the excise duty on silver consumed in Burma, but the 
figures show that tliis amount is negligible. 
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ANNEXXJEE II. 

Kbmorandum on paragraphs 6 to 9 op Appendix to Part VIII OF 
THE Statutory Commission's bepoi^i. {Pages 282 to 284.) 

Separation of Burma and customs revenues. 

This menioraudum deals with the effect of levying import duti^ 
in Burma and in India on Indo-Burmese trade. The trade in 
kerosene and petrol is excluded from this examination. Sir Waller 
Layton’s e.stimate*jK that Burma will obtain J16 lakhs from import 
duty on goods from India, and that India^ will obtain 25 lakhs from 
import duty on goods from Burma (paragraph 9 of the appendix, 
pages 283 and 284). This estimate is based on the assumption that 
the existing import duties will be apjdied at both ends (paragraph 
7). 

2. Pour statements are attached :— 

(1) Imports of Indian merchandise into Burma. 

(IT) Imports of foreign merchandise into Burma from 
India. 

(III) Imports of Burme.se merchandise into India from 

Burma. 

(IV) Imports of foreign merchandise into India from 

Burma. 

* These .statements vepvi*.sent the trade for 1928-29. and arc taken from 
tables 7 to 10 in Part 11 Cpagos 219—267) of the sea-borne trade 
and navigatif)!! of Burma for 1928-29 (the latest volume available). 
In each statement the total trade is <livided into three groups :— 

Free goods, 

(joods at special rales of duty, 

Bonds dutiable at 15 per (fcnt. ad valorem. 

Deduction.s have tlum been made for the intra-provineial trade, i.e., 
between ports wnthin the province of Burma, and the duty leviable 
at existing rates on ilie trade btdwecm Burma and India has been 
estimated. 


3. Tli(‘ resull of ttie estiunue 

may be displayed in 

the following 

statement : — 

ThUy payable in Burma — 

* 

Lakhs. 

Indian merchandise 

* * ■ • k • 

290 

Foreign merchandise 

• • • • • • 

24 

Duty payable in India — 

Total duty 

314 

Burmese merchandise 

s s * » « • 

95 

Foreign merchandise 

♦ 

• • • • • • 

ry 

8 


103 
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The trade in foreign iner<diandise will be affected in quite a differo 
ent way from that in indigenous products. Foreign merchandiw, 
which now goes to Burma from India, has already paid duty in 
India. In mture part tWll go direct, and the greater part of the 
remainder will be shipped under claim for drawback, and in either 
case India will lose the duty. To be on the safe side it would be aa 
well to treat the duty as a debit to Indian revenues, and similarly to 
debit Burma's revenues with the duty leviable" in India on foreign 
•merchandise exported from Burma. We thus obtain the following 
result :— • 

m- 

Bums. India. 

Gain .. .. .. .. .. 314 103 

liOSfi .. .. .. .. *. 8 24 


Net gain .. 306 79 


4. This result assumes that the trade will remain at its present 
level. Naturally some depression will follow the imposition of 
duties, but it is difficult to see how the effect can be as great as is 
suggested in Sir Walter Layton’s figures. A gain to Burma of 240 
lakhs and to India of 60 lakhs would not be an extravagant estimate. 
Sir Walter Layton’s figure of 116 lakhs for tlie gain to Burma is the 
Burma Government’s own estimate, and it has been ascertained that 
this was merely intended as a safe guess calculated in tlie following 
manner. The average duty on iin])orts of foreign goods into Burma 
in 1926-27 was 17 per cent. An average duty at the guess figure of 
8 per cent, (on roughly half the above amount) on Indian goods im¬ 
ported into Burma would yield on tin* 1926-27 imports 116 lakhs. 

5. Li dealing with India’s customs revenues from existing 
sources, a flat rate of 2 annas for kerosene has been assumed. Sir 
Walter Layton, writing no doubt before the introduction of the 1930- 
31 budget, has taken 2^ annas. At the 2 anna rate for kerosene the 
gross gain to India will be— 



Lakhs. 

Existing excise .. .. .. 

.. .. 190 

Additional rate on kerosene 

I. . t. 56 

Nett duty on other imports from Burma 

60 


306 


against Sir Walter Layton’s figure of 326 lakhs. At the present rate 
of customs duty on kerosene (2J annas) India would gain 334 lakhs. 
On the other hand, thW.^!; Ate gives a gain to Burma of 997 lakhs 
against Sir Walter L/^;. ' Jw^ure of 873 lakhs. 
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I. 

HoasUng imports into Burma—Indim merchandise—VaHues and duty 

in lakhs. 


— 

Gross. 

Intra>pro* 

yinoial 

trade. 

Net 

IndiS' 

Burma. 

Duty. 

Total 

e • 

1,643 

141 

1,402 

a a 

Free goods. 






Animals 

* a 

3 

a a 

3 

a a 

• 

Books .. 

• a 

3 

• • 

2 

a a 

Grain, pnlse and flour 

• a 

134 

18 

116 

a a 

Hides and skins 

a a 

1 

1 

• • 

a a 

Machinery 

a a 

1 

•• 

1 

a a 

Manures 

a a 

1 

• • 

1 

a a 

Total free 

a a 

142 

19 

123 

t 

a a 

Total dutiable 

* • 

1,401 

122 

1,279 

•• 

Articles at special rates. 






OoaI •« • • ■ * 

• « 

111 

• • 

111 

3 

Fish, salted 

a a 

17 , 

•• 

17 

1 

Fodder 

a « 

2 

2 

a a 

a a 

Matohes 

• a 

4 

3 

1 

1 

Tobacco 

a a 

130 

9 

121 

130 

Tqstb 

« a 

3 

a a 

3 

1 

Total at special ratc& 

a • 

267 

14 

263 

136 

Ad vaJorem at 25% 


1,134 

108 

I»026 

164 

Total duty 

• • 



• 

• 

290 
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II. 

Coasting imports into Burm<br-Foreign merchanddse^Values aisd 

duty in lakhs. 


o 

Gross. 

Intra 

Pro¬ 

vincial. 

Net 

India- 

Burma. 

Duty. 

Total 

193 

84 

109 

• • 

J’ree 

Sooks ■* •• •» •• 

1 

• • 

1 

• • • 

Dyes .. 

2 

• • 

2 

• • 

Machinery 

16 

4 

U 

« • 

Total free 

18 

4 

14 

• a 

Total dutiable .. 

176 

89 

96 

* • 

DnUabh ai special ra/e$. 





Liquors 

6 

2 

3 

3 

Matches 

2 

1 

1 

1 

Tobacco 

11 

4 

7 

7 

Total 

18 

7 

11 

11 

Ai ealorem at 16% 

157 

73 

84 

13 

Total duty 



* ?. 

24 


HI. 

Coasting exports from Burma—Burmese merchandise—Values and 

duly in lakhs. 



Gross. 

Intra 

Pro¬ 

vincial. 

Net 

Burma- 

jbidia. 

Duty, 

' Total 

3.317 

m 


• • 

Etfoeene and petrol 

885 



t • 

Total excluding kerosene and 


102 

2.880 

« « 























• 

• 

Gross. 

Intra 
Pro¬ 
vincial. 

Net 

Burma- 

India. 

Duty. 

• 

Free goods. 





‘Grain, pulse and flour 

1,760 

0 

1,761 

• 

• k 

Hides and skins .. 

8 

• • 

8 

• » 

Stick lac 

61 

• « 

61 

• • 

Cotton, raw 

1 

• • 

1 

» • 

Total free 

Total dutiafal^ excluding kerosene 
and petrol 

1,820 

9 

1,811 

• • 

612 

93 

619 

• • 

Dutiable at special rates. 





Fodder 

2 

1 

1 

• • 

Matches .. .. 

18 

2 

16 

IS 

Lubricating oil .. 

34 

• a 

34 

3 

Tobacco 

Total (excluding kerosene and petiol) 
dutiable at special rates 

21 

9 

12 

6 

76 

12 

63 

34 

Ad valorem at 15% 

537 

81 

456 

71 

Total duty (excluding kerosene and 
petrol) 


• • 

•• 

96 


IV. 


Coasting exports from Burma—Foreign merchandise—Values and 

duty in Jakhn 


— 

Gross. 

Intra 

Pro¬ 

vincial. 

Net 

Burma- 

India. 

Bni^. 

. 

Total 

122- 

76 

47 

1 

• a 

Free goods. • 

Machinery 

6 

4 

1 

• • 

Total free ., 

6 

4 

1 

• 6 

Total dutiable 

i 

d 

\ 71 

46 



1— 
























DuHdble a* apecwl twfe«. 


•bacno 

Total at apeoial rates 

Ad valorem at 1S% .. 
TottJdaty 
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